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I.  INTRODUCTION 


1.  Purpose . This  annex  analyzes  US  Any  policies,  procedures,  and 
functional  responsibilities  for  IL  repair  parts  support  programs  to 
determine  if  these  programs  function  without  adverse  impact  on  US  forces. 
Corrections  and/or  improvements  are  recommended. 

2.  Scope.  This  annex: 

a.  Analyzes  logistics  management  indicators  to  determine  if  IL 
repair  part  programs  have  had  any  adverse  impact  on  repair  part  support 
to  US  forces. 

b.  Examines  all  IL  and  US  repair  part  support  programs  in  terms 
of  program  objectives,  requirements  forecasting  and  asset  management, 
financial  management,  and  performance  measurement. 

c.  Examines  functional  responsibilities  for  integrating  separate 
repair  part  support  programs  into  a "total"  suppcrt  program. 

d.  Evaluates  CDS  impacts  on  repair  part  support  to  US  forces 
and  the  DA  ability  to  routinely  detect  and  control  these  impacts. 

3.  Background . 

a.  Many  studies/directives  published  in  the  past  24  months 
have  proposed  methods  of  correcting  problems  related  to  IL  customer  use 
of  the  US  supply  system  (Figure  A-l) . Progress  in  coordinating  and 
implementing  the  proposed  corrections  has  been  slow  considering  the  mag- 
nitude of  the  potential  adverse  Impacts  on  US  force  readiness.  Slow 
progress  occurred  because  the  documents  were  distributed  at  different 
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HISTORICAL  SUMMARY  OF  SIGNIFICANT  EVENTS  INVOLVING  FMS  REPAIR  PART  PROGRAMS 
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levels,  circulated  in  different  channels,  and  generally  specialized  in 
subject.  This  combination  of  circumstances  delayed  integration  of  recom- 
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mendations  into  a comprehensive  plan  for  correcting  or  improving  IL 
programs.  Thus,  this  study  proves  a useful  vehicle  for  resurfacing 
these  recent  recommendations  so  they  may  be  Incorporated  in  action  plans 
along  with  the  independent  recommendations  made  in  this  study. 

b.  The  circumstances  leading  to  discovery  of  the  events  docu- 
mented in  Figure  A-l  and  other  recommendations  developed  in  this  annex 
evolved  as  follows: 

(1)  The  requirements  determination  process  was  identified 
as  the  heart  of  the  supply  system.  Therefore,  US  and  IL  policies  and 
procedures  for  determining  total  requirements  had  to  be  reviewed  before 
ESC  could  test  the  capabilities  of  various  US  industrial  sectors  to  sat- 
isfy combined  US  and  IL  requirements. 

(2)  Review  of  FMS  policies  and  procedures  found  confusion 
at  all  US  Army  levels  about  "how,"  "why,"  and  "who"  makes  IL  programs 
operate  as  they  do.  The  review  process  was  complicated  by  the  absence 
of  an  audit  trail  of  changes  to  the  outdated  FMS  regulations. 

(3)  The  underlying  attitude  at  all  levels  seemed  to  be 

the  "IL  is  different."  Most  operational  level  workers  believe  IL  support 
is  a "political"  program  exempt  from  the  sound  material  management  pro- 
cedures used  in  the  US  supply  system.  To  emphasize  this  point,  MSC 
workers  repeatedly  cited  differences  between  policies  and  procedures 
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for  US  and  IL  repair  part  support  programs.  As  document  research  and  Inter- 
views continued,  the  differences  between  US  and  IL  program  designs  became 
increasingly  noticeable  and  seldom  justifiable. 


(4)  Review  of  the  products  of  the  Joint  Logistic  Commanders 
(JLC)  IL  Standardization  Committee  provided  little  explanatory  information. 
The  wording  of  the  JLC  agreements  is  very  general.  Interviews  with  US  Navy 
and  USAF  representatives  Identified  that  each  service  under  the  guise  of 
"standardized"  instructions  was  really  operating  with  different  proce- 
dures. (94) 

4.  Methodology.  The  design  of  each  repair  part  support  program  is 
analyzed  in  relation  to  its  own  specific  program  objectives  and  compati- 
bility with  the  total  US  supply  system.  Knowing  that  it  is  possible 
within  the  US  supply  system  to  prepare  a "total  program"  of  repair  part 
support  which  permits  successful  deployment  of  a weapon  system,  analogous 
US  and  IL  programs  were  compared  to  identify  if  IL  programs  can  also  be 
integrated  into  a "total  program."  The  term  "program"  rather  than 
"package"  is  used  to  emphasize  support  is  continuous  and  affects  the 
supply  system  for  years.  A "package,"  on  the  other  hand,  implies  some- 
thing is  formed  once  and  forgotten. 

II.  IL  IMPACTS  ON  REPAIR  PART  SUPPORT  TO  US  FORCES 

5.  Production  or  Management.  This  study  was  originally  chartered 
to  determine  if  combined  US  and  IL  repair  part  demands  would  overtax  US 
industrial  capacity.  Early  in  the  project,  the  task  of  determining  the 
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adequacy  of  IL  program  policy  and  procedures  to  prevent  adverse  US  impacts 
was  added.  It  was  soon  concluded  that  at  no  time  in  the  next  5 years  will 
the  combined  IL  and  US  demands  for  repair  parts  present  a challenge  to 
US  industrial  capabilities.  (See  Volume  III,  Annex  B.)  However,  an  adverse 
IL  impact  on  US  repair  part  support  was  found.  That  adverse  impact  results 
from  shortfalls  in  current  IL  program  policies  and  procedures. 

6.  FMS  Impacts.  In  this  section,  the  title  FMS  includes  all 
government -to- government  foreign  repair  part  sales  involving  the  US 
supply  system.  (See  Appendix  A-2  for  a more  detailed  discussion.) 

a.  ESG  could  not  find  any  recurring  management  indicators  at 
any  organizational  level  capable  of  identifying  IL  impacts — good  or  bad — 
on  the  US  supply  system.  In  addition,  ESG  could  not  find  any  recurring 
indicators  capable  of  identifying  the  extent  of  IL  repair  part  involve- 
ment in  the  US  supply  system.  (See  Appendix  A-2.)  As  a result,  ESG 
developed  two  special  sets  of  indicators  to  surface  IL  impacts.  One  set 
is  a simple  reconfiguration  of  standard  MILSTEP  data  by  fund  (i.e..  Army 
Stock  Fund  or  Procurement  Appropriations,  Army  (PAA)  secondary)  and  cus- 
tomer category.  The  other  set  is  also  generated  from  MILSTEP.  Data  are 
combined  to  form  an  index  which  in  each  case  permits  the  manager  to  read 
directly  incremental  IL  increases  to  US  supply  system  activity  over  what 
would  have  occurred  had  only  US  forces  used  the  system.  Each  index  dis- 
play is  stratified  by  fund  category.  (See  Tabs  A and  B to  Appendix  A-2). 
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b.  Neither  set  of  ESC  special  indicators  conclusively  identified 


an  adverse  IL  impact  on  US  forces.  However,  the  special  indicators  pro- 
vided a visibility  of  IL  repair  part  activity  in  the  US  supply  system 
that  could  be  found  nowhere  else  (see  Figure  A-2-12).  As  a result,  ESG 
could  translate  the  consequences  of  various  shortcomings  in  IL  policies, 
procedures,  and  functional  responsibilities  into  impacts  on  the  US  system 
by  comparing  each  shortcoming  against  the  magnitude  of  IL  activity  in  the 
US  system  affected  by  that  shortcoming.  Based  on  this  type  of  analysis, 
ESG  concluded: 

(1)  IL  repair  part  programs  have  adversely  impacted  the 
quality  of  repair  part  support  to  US  forces.  Impact  severity,  although 
not  serious  enough  to  reduce  US  readiness,  almost  certainly  decreased 
US  readiness  improvement  rates.  Adverse  Impacts  result  from  shortcomings 
in  IL  program  policies,  procedures,  and  functional  responsibility 
assignments  and  not  from  IL  customer  actions.  The  adverse  IL  impacts  on 
support  to  US  forces  occurred  in  three  ways.  First,  US  assets  have  been 
prematurely  released.  Second,  US  financial  flexibility  in  material 
management  processes  has  been  restricted.  Third,  turbulent  IL  demand 
patterns  have  disrupted  US  requirements  forecasts  and  diverted  management 
attention  from  general  supply  system  activities  to  IL-pecullar  "fire- 
fighting." (See  Figure  A-2-9.)  Impact  intensity  varies  significantly 
between  MSCs. 
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(2)  Management  indicators  presently  used  by  DARCOM  and 
USAILCOM  are  not  adequate  for  determining  when  IL  impacts  positively  or 
negatively  on  the  US  supply  system.  Data  to  prepare  additional  indica- 
tors exist  in  MILSTEP  but  are  not  currently  used. 

(3)  Future  adverse  IL  impacts  on  support  to  US  forces  could 
be  prevented  if  US  and  IL  management  reviews  were  conducted  jointly  using 
MILSTEP  indicators  and  the  ESG  special  indicators.  This  procedure  would 
permit  better  overall  supply  system  management  through  an  appreciation 

of  how  IL  customers  use  the  US  supply  system. 

7.  CDS  Impacts.  CDS  impacts  on  repair  part  support  to  US  forces 
have  been  adverse  only  on  an  exceptional  basis  and  probably  only  in  the 
HAWK  and  M113  armored  personnel  carrier  (APC)  weapon  systems.  Current 
management  and  control  procedures  are  not  adequate  to  routinely  detect 
and  prevent  such  adverse  impact.  Shortfalls  in  this  area  are  easily 
correctable  using  resources  at  hand.  Appendix  A— 3 provides  a detailed 
discussion  of  CDS. 

III.  POLICIES,  PROCEDURES,  AND  FUNCTIONAL  RESPONSIBILITIES 

8.  The  US  Army  Supply  System — The  Base  Case.  In  order  to  determine 
if  IL  repair  part  support  programs  are  adequate,  it  is  necessary  to  under- 
stand the  basic  principles  of  US  programs.  This  "return  to  the  basics'' 
philosophy  identified  the  specific  IL  program  design  shortfalls  found  in 
this  study.  Appendix  A-l  describes  basic  US  repair  part  program  concepts. 
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Readers  not  familiar  with  US  programs  are  encouraged  to  read  all  of 
Appendix  A-l  or  at  least  paragraphs  4b  and  4f  before  continuing  with 
this  annex. 

9.  The  US  Initial  Provisioning  Program  Compared  to  the  IL  CSP — 
Forming  and  Filling  the  Supply  Pipeline. 

a.  Program  objectives. 

(1)  US  initial  provisioning  provides  an  on-hand  operating 
stockage  and  appropriate  on-order  backup  of  organizational  through  gen- 
eral support  maintenance  category  repair  parts,  special  tools,  and 
ancillary  test  equipment,  at  user  through  wholesale  supply  levels.  The 
"supply  pipeline"  thus  formed  is  the  basis  for  the  US  replenishment 
program. 

(2)  IL  concurrent  spare  parts  provide  for  "initial  support 
of  major  end  items  pending  the  establishment  of  sustaining  support." 

DA  policy  does  not  require  that  CSP  act  as  the  basis  of  a specific  sus- 
taining program  (i.e.,  replenishment).  A policy  requiring  that  CSP 
computations  include  special  tools  and  ancillary  test  equipment  was  being 
developed  in  January  1977.  It  is  not  yet  implemented. 

b.  Requirements  determinations  and  asset  management. 

(1)  US  initial  provisioning  requirements  compute  a world- 
wide provisioning  objective  (Figure  A-2).  Repair  part  peculiarities 
(i.e.,  shelf  life,  operational  essentiality,  and  insurance  levels), 
actual  major  Army  commands  (MACOM)  subordinate  unit  geographical 
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INITIAL  PROVISIONING  REQUIREMENTS  DETERMINATION  (35) 
(Worldwide  Provisioning  Objective) 


OTHER 

SPECIAL  • Tiovides  for  special  explicitly  defined 

REQUIREMENTS  demands. 


AUTHOR ICED 
OPERATING 
QUANTITY 
(AOQ) 


Provides  initial  operating  stock  to  the 
aser. 

AOQ  (initial  operating  3tock  quantity 
in  months)  x (demand  rate)  x (support 
prog van) . 


INITIAL 

ISSUE 

QUANTITY 

(HQ) 


WHOLESALE 

LEVEL 

REPLENISHMENT 

REQUIREMENT^ 

(WLRR) 


SAFETY 

LEVEL 

(SI.) 


. Provides  initial  stockage  to  all  inter- 
mediate and  retail  level  stockage  points. 

. I1Q  (order-ship  time  to  bring  part 
forward  from  wholesale  level)  x (demand 
rate)  x (support  program) . 

. Provides  on-hand  and  on-order  wholesale- 
level  backup  stocks 

. For  consumable  parts,  this  is  equal  to 
the  replenishment  procurement  cycle 
leadtime  requirement  (PCLTR) . 

. For  reparable  parts,  this  is  equal  to 
the  replenishment  repair  cycle  require- 
ment (RCYR) . 

. Objective  of  requirement  is  to  prevent 
miner  interruptions  of  replenishment 
caused  by  demand  fluctuations. 

. SL  “ (safety  level  in  months)  x (demand 
rate)  x (support  program). 


PROTECTABLE 
WAR  RESERVE 
MATERIAL 
OBJECTIVE 
(PWRMO) 


See  Concepts  Analysis  Agency  (CAA)  study 
reference.  (89) 

This  quantity  is  not  pertinent  to  this 
study. 


a/  This  quantity  is  procured  for  the  initially  programed  equip- 
ment deployment  and  for  additional  deployments  in  excess  of  25  percent 
of  the  original  program. 


Figure  A- 2 
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distributions,  and  equipment  deployment  schedules  are  considered  to 
tailor  an  authorized  operating  quantity  (AOQ)  and  an  initial  issue 
quantity  (1IQ)  requirement  compatible  with  physical  operational  constraints 
(e.g..  United  States  Army,  Europe  (USAREUR)  and  Continental  United  States 
(CONUS)  requirements  are  different).  Individual  US  customer  requirements 
are  combined  to  form  a wholesale  level  replenishment  and  safety  level  (SL) 
requirement  completing  a "pipeline"  to  user  level.  Requirement  compu- 
tations are  performed  by  the  CCSS  subroutine  called  the  Automated  Require- 
ments Computation  System — Initial  Provisioning  (ARCSIP) . Automated  Logis- 
tics Management  Systems  Agency  (ALMSA)  is  implementing  ARCSIP  computational 
improvements  developed  by  the  DARCOM  Inventory  Reasearch  Office  (IRO) . 

US  provisioning  assets  are  reserved  in  special  ownership  codes  and  released 
when  the  major  end  items  are  fielded.  (15) (51) 

(2)  IL  CSP  requirements  determinations  involve  presentation 
of  an  MSC-proposed  requirement  support  list  allowance  card  (SLAC)  deck  to 
the  IL  customer.  The  DA  policy  of  a minimum  requirement  of  12  months  of 
supply  has  developed  into  a standard  practice.  Since  CSP  computations  are 
not  related  to  physical  restraints  in  the  customer's  supply  system  or  to 
any  replenishment  program,  the  resulting  CSP  operating  stockage  is  usually 
too  small,  and  a supply  pipeline  is  never  formed.  The  IL  customer  adjusts 
the  MSC  proposal  up  or  down  as  desired  to  establish  the  final  requirement. 
Although  no  statistics  are  kept  on  the  topic,  one  knowledgeable  USAILCOM 
representative  thought  that  over  90  percent  of  accepted  CSP  cases  are 
accepted  as  is.  (90) 
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(a)  Package  shipments  represent  an  atteoipt  to  relate 
CSP  requirements  to  actual  customer  needs.  The  customer  identifies  how 
nanv  of  each  part  are  to  be  delivered  to  a particular  in-country  loca- 
tion. Individual  parts,  as  available  from  the  different  MSCs,  are  "picked 
and  packed"  into  distinct  consolidated  shipments  at  a US  depot.  Thus,  a 
partial  solution  for  establishing  AOQ  and  IIQ  requirements  is  provided. 
However,  a "pipeline"  is  still  not  formed.  Only  MI COM  uses  package  ship- 
ments. In  March  197/,  after  depot  coord'1  nation  problems  are  resolved, 
USAIl.COM-NCAD  (New  Cumberland  Army  Depot)  will  assume  responsibility  for 
all  CSPs  and  will  offer  package  shipments  from  all  MSCs.  Package  ship- 
ments should  so  vastly  improve  quality  control  of  CSP  shipments  and  over- 
all end  item  deployments  that  they  should  be  made  mandatory  if  storage 
costs  are  not  found  exorbitant. 

(b)  An  ALMSA  prograiner  familiar  with  ARCSIP  developed 
on  his  own  initiative  a systems  change  request  (SCF.)  tasking  his  own 
office  to  revise  CSP  computations  so  they  are  based  on  the  same  rationale 
as  US  initial  provisioning.  The  SCR  was  approved  by  USAILCOM  in  December 
1976  after  consultation  with  IRO.  If  given  adequate  priority,  the  SCR 
could  be  implemented  in  July  1977  simultaneously  with  ARCSIP  changes.  Of 
note  here  is  that  the  entire  management /organizat ional  hierarchy  for 
developing  such  a change  in  IL  support  program  design  was  inverted . 

Higher  level  offices  were  involved  with  "quick  fixes"  to  daily  operations 
rather  than  perceiving  the  conceptual  shortfalls  in  CSP  design.  To  permit' 


I 


this  CSP  SCR  to  fully  correct  CSP  computations,  ODCSLOG  must  make  a firm 
policy  statement  that  the  wholesale  level  replenishment  requirement 
portion  of  the  CSP  will  act  as  the  basis  of  the  replenishment  program 
selected  by  the  IL  customer.  This  policy  will  permit  the  establirhment 
of  a supply  pipeline  under  CSP  just  as  occurs  in  US  initial  provisioning. 

(3)  IL  CSP  asset  management  is  driven  by  the  CRDD  established 
for  the  case.  The  CRDD  is  established  at  MSC  level  in  months  of  leadtime. 

The  CSP  CRDD  must  be  60  days  earlier  than  the  end  item  CRDD.  When  the 
case  is  signed,  the  CRDD  in  months  is  converted  into  a calendar  date. 

At  least  75  percent  of  the  CSP  must  be  offered  for  shipment  b^  the  CRDD. 

Unless  special  arrangements  are  made  (a  knowledgeable  USAILCOM  repre- 
sentative stated  they  seldom  are),  individual  parts  will  be  released 
randomly  as  available,  and  not  held  until  the  CRDD  for  consolidated 
shipping.  Thus,  the  customer  is  left  to  identify  and  distribute  the 
parts  as  they  trickle  into  country.  (64) (65) 

(a)  MSCs  do  not  have  standard  procedures  for  the 
important  CRDD  determination  process.  MICOM  sets  the  CRDD  equal  to  the 
actual  part  production  leadtime  (PLT) . TARCOM  checks  actual  PLT  only 
for  PAA-funded  parts.  All  ASF  parts  are  given  a standard  18-month  CRDD. 

Since  it  is  not  known  when  in  the  procurement  cycle  (i.e.,  Just  before 
or  just  after  the  last  procurement  action)  the  CSP  requisition  enters 
the  US  system,  all  of  these  CRDD  may  be  too  early.  It  would  be  more 
realistic  to  set  the  CRDD  equal  to  the  full  PCLTR,  procurement  cycle 
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requirement  (PCR),  requirement  del ermination  time  (RDTR) , plus  COCP  and 
package  shipment  processing  time  delays.  (See  Figure  A-6.)  Additionally, 
If  the  customer  returns  the  SLAC  deck  late,  as  MI  COM  states  is  r.ot 
uncommon,  definite  procedures  should  exist  for  separating  the  CSP  CRDD 
from  the  end  item  CRDD  to  permit  late  CSP  delivery.  This  last  procedure 
forces  the  "penalty"  for  poor  planning/slow  action  on  the  customer  where 
it  belongs.  Current  practices,  however,  tend  to  unofficially  pressure 
the  supply  manager  into  diverting  assets  to  fill  a CSP  to  prevent  the 
MSC  from  "looking  bad"  because  the  end  item  was  ready  and  the  CSP  was 
not.  Assets  are  released  according  to  the  logic  shown  in  Figures  A-3 
and  A- 4.  The  requisition  IPD  is  assigned  at  USAILCOM  according  to  the 
logic  shown  in  Figure  A-5.  CSP  and  US  requisitions  become  "competitive" 
for  available  assets  when  the  CRDD  is  past. 

(b)  Effective  January  1977,  CSP  assets  were  no  longer 
automatically  reserved  in  purpose  code  N (Ownership  Purpose  (OP)  Code  N) . 
Although  the  reservation  option  still  exists,  it  must  be  manually 
accomplished.  All  CSP  assets  are  now  first  going  into  the  general 
purpose  code  account  (OP  A) . This  policy  causes  the  US  system  to  assume 
the  risk  that  no  procurement  problems  (e.g.,  contractor  default)  will 
occur  with  the  order  that  includes  the  CSP  purchase.  If  something  does 
go  wrong  with  that  order  and  assets  are  not  delivered  by  the  CRDD,  the 
CSP  requisition  becomes  competitive  on  an  IPD  basis  with  US  requisitions. 
The  practice  of  xeleaslng  OP  A assets  to  fill  CSP  orders  before  the 
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ISSUE  SEARCH  MATRIX  LOGIC 


Ownership 


Typ«  P rosm 

FMS 

LPD 

01-15 

uxie=/ 

M 

Keturks 

Issue  to  zero  balance. 

(Includes  CSP, 
BOE,  and 
def  ined-llne 

N 

Issue  quantity  Identified  In  Sector  09 
on  hand.  (Zero  balance  customer's 
line) . . 

Issue  to  PROT-IPD-H^'  if  cosnltment 
date  Is  past.  . 

Issue  to  REOR-PT—  if  commitment  date  Is 
not  past . 

casea) 

01-08 

A 

01-08 

A 

09-15 

A 

Issue  to  REOR-PT. 

Grant  Aid 

01-15 

M 

Issue  to  zero  balance. 

01-03 

A 

Issue  to  zero  balance. 

04-08 

A 

Issue  to  PROT-IPD-H.  . 

Issue  to  PROT-IPD-L.- 

09-15 

A 

CLSSA(nonXCol62) 

01-15 

M 

Issue  to  zero  balance. 

01-03 

A 

Issue  to  zero  balance. 

04-08 

A 

Issue  to  PROT-IPD-H. 

09-15 

A 

Issue  to  PROT-IPD-L. 

01 

F 

For  JCS  project  codes  only. 

02 

F 

For  N0RS  only. 

CLSSA(Col62-X) 

01-15 

M 

M 

Issue  to  zero  balance  If  CRDD  la  past. 

Issue  to  REOR-PT -QTY  If  CRDD  Is  not 
past . 

CLSSA(Col62“X) 

01-03 

A 

Issue  to  zero  balance  If  CRDD  Is  past. 

04-08 

A 

Issue  to  PROT-IPD-H  If  CRDD  Is  past. 

09-15 

A 

Issue  to  PROT-IPD-L  If  CRDD  Is  past. 

01-15 

A 

Issue  to  REOR-PT-QTY  If  CRDD  Is  not 

NOTE  1:  The  use  of  "X"  In  column  62  of  an  SSA  requisition  Is  theoretically 
determined  by  USAILCOM-NCAD  If  the  requisition  has  exceeded  the  country's 
annual  dollar  demand  estimate  (foreign  military  sales  order  two  (FMS02)  or 
the  requisition  la  to  support  a new  SSA  contract  or  a new  weapon  system 
added  to  an  existing  SSA  when  sufficient  time  (average  procurement  leadtlma  of 
16  months)  hss  not  been  given  the  Commodity  Commands  to  procure  additional 
stocks  to  meet  the  requirement.  Realistically , only  the  dollar  value  control 
can  be  Implemented. 

NOTE  2.  All  Grant  Aid  (CA),  FMS  BOE,  and  SSA  requisitions  are  subject  to 
the  maximum  release  quantity  (MRQ)  and  If  requisition  quantity  la  excessive, 
the  requisition  Is  rejected  for  managerial  decision.  ' 

a/  fit  code  definitions: 

M • Excess  assets  above  requirements  objective. 

N - Reserved  for  FMS. 

A ■ General  purpose  assets  used  for  US  replenishment  orders, 
b/  PROT-IPD-H  * protected  for  Issue  priority  designators — high. 
cj  REOR-PT  ■ reorder  point. 

d/  PROT-IPD-L  ■ protected  for  Issue  priority  designators — low. 


Figure  A- 3 
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PERMITTED  CUSTOMER  PENETRATIONS 
OF  GENERAL  PURPOSE  ASSETS 
(BY  I PD) 


REQUIREMENTS 

OBJECTIVES 


REORDER 

POINT 


ZERO 

BALANCE' 


PCR 


PCLTR 


RDTR 


I VSL 


PROTECTABLE 
WAR  RESERVES! 


co 


in 


00 

3 


■30%SL  PROMPD-L 


AVAILABLE  ONLY  TO  IPO  01  08  DEMANDS 
15%SLPR0TIPDH  */ 


AVAILABLE  ONLY  TO  IPD01  03  DEMANDS 
0%SL 


a / CSP,  BOB,  and  defined-llne  sales  theoretically  cannot 
receive  assets  from  below  this  point. 


Figure  A-4 
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CRDD  if  OP  A assets  are  above  the  reorder  point  transfers  extra  risk  to 


the  US  supply  system.  If  the  procurement  and  demand  forecasting  process 
worked  perfectly,  this  policy  would  not  be  disruptive.  However,  since 
both  processes  are  based  on  estimates,  this  policy  may  be  imprudent, 
leading  to  adverse  impacts  on  US  readiness.  Additionally,  the  early 
release  of  CSP  assets  is  of  no  value  to  the  IL  customer  because  the  end 
items  have  not  yet  been  delivered.  Therefore,  CSP  requisitions  should 
be  filled  before  the  CRDD  only  with  US  long  supply  assets  (OP  M)  and 
even  those  assets  should  be  held  in  OP  N until  the  CRDD.  OP  A assets 
should  not  be  provided  until  the  CRDD  is  past. 


USAILCOM  ISSUE  PRIORITY  DESIGNATOR  ASSIGNMENT 
FOR  CSP  REQUISITIONS^' 


Repair  Part 
Leadtime 

Issue  Priority  Group 

Per  MSC 

1 

2 

3 

(Months) 

(IPD  01-03) 

(IPD  04-08) 

(IPD  09-15) 

1-5 

6-17 

X 

X 

X 

18+ 

(Combat  Essential 

Parts) 

(High  Mortality 
Parts) 

X 

a/  The  highest  IPD  commensurate  with  the  IL  customer's  force 
activity  designator  (FAD)  is  assigned.  For  example,  if  a part  had  a 
5 -month  leadtlma,  a FAD  III  customer  would  receive  an  03  IPD  and  a 
FAD  IV  customer  would  receive  an  07  IPD.  But,  if  a combat  essential 
part  had  an  8-month  leadtime,  the  FAD  III  customer  could  only  receive 
an  04  IPD  and  the  FAD  IV  customer  would  receive  an  07  IPD. 


Figure  A-5 
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c.  Financial  management. 


r> 


(1)  US  procedures  for  "marrying"  funds  with  a requirement 

at  the  right  time  to  ensure  on-time  parts  availability  are  very  deliberate. 
The  provisioning  requirement  and  price  estimates  are  joined  to  generate  a 
required  funding  level.  Funding  levels  must  be  set  at  least  one  PCLTR 
plus  one  budget  cycle  before  the  deployment  date.  This  action  ensures 
fund  obligation  authority  will  be  available  when  needed  to  turn  the  supply 
requirement  into  a procurement  action.  All  budgeting  occurs  as  part  of 
the  annual  Planning,  Programming,  and  Budgeting  System  (PPBS)  planning 
cycle.  (54) 

(2)  IL  CSP  financial  management  should  not  affect  the  US 

\ 

i budget  because  the  customer  reimburses  the  US  for  all  assets.  However, 

the  reimbursement  must  be  timely  and  accurate.  If  not  timely,  the  US 
will  have  committed  its  own  funds  to  purchase  the  IL  asset — thus  reducing 
US  financial  flexibility  in  ordering  parts  for  US  forces.  Reimbursement 
accuracy  in  this  study  refers  to  replacement  pricing.  If  the  US  charges 
the  IL  customer  the  price  paid  for  the  asset  on  hand,  the  US  may  be 
cheating  itself.  Because  of  inflation,  the  US  will  probably  have  to  pay 
a higher  price  to  replace  the  asset.  This  in  effect  results  in  US  funds 
being  used  to  support  IL.  Efficient  COCP  operations  should  prevent  IL 
from  adversely  impacting  on  the  US  in  either  of  these  areas.  Since  it 
was  known  COCP  operations  were  not  effective  in  the  FY  75-FY  76  time 
frame,  IL  sales  definitely  degraded  support  to  US  forces.  Indications  are 
that  COCP  repair  part  operations  are  not  yet  efficient  enough  to  prevent 
this  impact.  One  indication  is  that  MSCs  do  not  have  a standard  method 
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of  determining  replacement  pricing.  Also,  many  MSC  supply  managers 
commented  that  the  COCP  held  requisitions  too  long  while  determining  if 
the  IL  customer  had  adequate  funds  on  hand  to  cover  the  order.  This  time 
delay  directly  Impacts  on  MSC  ability  to  have  CSP  assets  available  by  the 
CRDD.  Ml COM  has  a simple  realistic  method  for  setting  replacement 
pricing.  MICOM  is  also  trying  to  automate  COCP  operations.  The  MICOM 
method  for  replacement  pricing  involves  applying  a blanket  19.86  percent 
Inflation  surcharge  on  all  IL  PAA  orders  and  charging  the  current  Army 
Master  Data  File  (AMDF)  price  for  ASF  parts.  The  PAA  inflation  surcharge 
was  developed  by  the  MICOM  controller.  ASF-AMDF  prices  are  automatically 
Inflated  annually  and  thus  are  always  close  to  the  replacement  coat.  All 
MSCs  should  adopt  the  MICOM  method.  Additionally,  ODCSLOG  should  develop 
a pricing  policy  for  situations  where  the  replacement  cost  is  less  than 
the  original  purchase  cost. 

d.  Performance  measurement. 

(1)  The  success  of  US  initial  provisioning  is  evaluated  by 
comparing  actual  to  scheduled  equipment  deployments.  Any  variance  in 
this  critical  activity  always  receives  high-level  intensive  management  by 
the  weapon  system  project  manager.  Additionally,  these  requisitions  are 
included  in  MILSTEP  performance  measurements.  Poor  performance  can  be 
detected  by  noting  how  many  requisitions  placed  on  backorder  were  past 
the  CRDD. 


(2)  Although  the  CSP  is  the  only  IL  initial  provisioning 
program  and,  as  such,  should  be  the  cornerstone  of  the  "total"  support 
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program,  no  performance  measurement  or  analysis  of  CSP  program  effectiveness 
was  found  at  MSC,  DARCOM/USAILCOM,  or  DA  level.  CSP  performance  receives 
attention  only  when  an  end  item  delivery  Is  delayed.  USAILCOM  could  not 
provide  any  Information  on  CSP  cases  without  manually  examining  thousands 
of  case  folders.  This  difficulty  results  from  CSP  cases  being  considered 
part  of  a large  program  category  called  FMS  deiined-line  cases.  If  a 
commodity  or  service  can  be  described  as  a separate  contract  line,  it 
can  be  Included  in  such  a case.  A single  case  may  therefore  Include 
the  sale  of  several  equipment  types  listed  as  separate  lines,  a CSP  line, 
a training  line,  a training  material  line,  or  a quality  assurance  team 
line.  It  will  never  be  possible  to  truly  manage  these  programs  until 
they  are  provided  individual  program  Identity. 

10 . The  US  Replenishment  Program  Compared  to  IL  Cooperative  Logis- 
tics Supply  Support  Agreements  (CLSSA) — Keeping  the  Supply  Pipeline  Filled, 
a.  Program  objectives. 

(1)  US  replenishment  programs  keep  the  supply  pipeline 
formed  during  initial  provisioning  filled  and  automatically  adjusted  in 
magnitude  to  remain  responsive  to  demands  caused  by  normal  field  unit 
operations.  (54) 

(2)  IL  CLSSAs  should,  during  peacetime,  meet  the  same  objec- 
tives for  IL  customers  as  replenishment  programs  do  for  US  forces  by  per- 
mitting common  IL  and  US  use  of  the  US  replenishment  system  on  a reim- 
bursable basis.  (14) 
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b.  Requirements  determination  and  asset  management. 


L) 


(1)  US  initial  provisioning  wholesale  level  replenishment 
requirements  evolve  into  replenishment  requirements  objectives  (Figure 
A-6).  Requirements  objectives  change  in  reaction  to  changes  in  field 
demands,  supported  inventory  magnitudes,  or  administrative  production, 
or  transportation  activity  times.  Total  requirements  are  machine  com- 
puted in  the  CCSS  Requirements  Determination  and  Execution  System  (RDES) . 
RDES  operates  automatically  on  all  parts  recognizing  only  the  histori- 
cal average  monthly  demand,  program  change  factor,  and  the  months  of 
time  restraint  represented  by  each  segment  of  the  requirements  objec- 
tive. Supply  managers  can  intervene  on  special  occasions  in  the  RDES 
process  by  "freezing"  various  computational  parameters  in  the  material 
management  decision  file  (MMD) . All  replenishment  assets  are  maintained 
in  a general  purpose  stock  account  from  which  any  authorized  customer 
may  draw.  Issue  limitations  are  based  on  the  customer  IPD  as  shown  in 
Figure  A-4.  Combining  US  and  XL  demands  and  inventories  supported  as 
provided  for  under  the  CLSSA  program  potentially  increases  requirement 
determination  accuracy  and  asset  distribution  flexibility  permitting 

at  least  partial  satisfaction  of  all  customer  demands. 

(2)  The  IL  CLSSA  program  is  the  replenishment  program  pre- 
ferred by  the  US.  However,  it  remains  the  program  with  the  most  serious 
policy  and  procedural  shortfalls.  Because  of  intricate  RDES  computational 
technique  situations,  some  policies  are  not  implementable.  Additionally, 
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REPLENISHMENT  REQUIREMENTS  OBJECTIVE  AND  TOTAL 
REQUIREMENT  DETERMINATION  (54) 


Total  Requirement  “ (Requirements  Objective  + Additive  Require- 
ments) - (Assets  On  Hand  or  Due  In  From  Previous  Buys/Repairs) 


OTHER  . Satisfies  "other"  demands  generated  from  non- 

ADDITIVE  recurring  demands  connected  with  dally  opera- 

REQUIREMENTS  tions,  special  programs,  or  small  additional 

equipment  deployments. 

Requirements  Objective  Level  for  Replenishment 

PROCUREMENT  . Satisfies  demands  expected  between  procurement 

CYCLE  actions.  Baaed  on  economic  order  quantity 

REQUIREMENT  (EOQ) . 

(PCR) 

. PCR  - (EOQ  In  months)  x (demand  rate)  x program 
change  factor  (PCF) . 

Reorder  Point  Level 

. Satisfies  demands  expected  between  time  necessary 
to  administratively  let  contract  (ALT)  and  con- 
tractor production  leadtime  (PLT) . 

. PCI.TR  - (ALT  + PLT)  x (demand  rate)  x PCF. 

. For  reparable  parts,  this  Increment  is  divided 
in  a PCLTR  for  new  parts  and  an  RCYR  based  on 
repair  times  to  get  "fixed"  parts. 


PROCUREMENT 
CYCLE 
LEADTIME 
REQUIREMENT 
(PCLTR) 
and/  or 

REPAIR  CYCLE 
REQUIREMENT 
(RCYR) 


REQUIREMENT 

DETERMINATION 

TIME 

REQUIREMENT 

(RDTR) 


. Satisfies  forecasted  demand  between  time 
reorder  point  is  reached  and  procurement  work 
directive  is  Issued  (RDT) . 

. RDTR  “ RDT  x (demand  rate)  x PCF. 


RDT  cannot  exceed  7 days  for  buys  based  on 
computer  decision  and  IS  days  based  on  manual 
human  decision  process. 


VARIABLE 

SAFETY 

LEVEL 

(VSL) 


May  be  Increased  based  on  combat  essentiality 
of  item.  See  Pigure  4-6,  AR  710-1.  (54) 

Described  in  months  of  supply. 


( 


PROTECTABLE 

WAR  RESERVE  . See  CAA  study  reference.  (89) 

MATERIAL 

OBJECTIVE  . This  quantity  is  not  pertinent  to  this  study. 

(PWRMO) 


Figure  A- 6 
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the  current  effort  to  force  the  pipeline  not  created  in  the  CSP  into  the 
replenishment  program  creates  confusion.  The  reader  should  note  that 


DA  must  place  a high  priority  on  revising  the  CLSSA  program. 

(3)  Cl SSA  requirements  are  divided  into  two  categories: 
foreign  military  sales  orders  one  (FHS01)  and  two  (FMS02) . The  FMS01 
theoretically  augments  the  US  supply  pipeline  to  satisfy  IL  demands 
without  taxing  US  assets.  FMS01  stocks  are  then  replenished  based  on 
actual  repair  part  consumption  generated  by  FMS02  orders.  The  FMS01  and 
FMS02  cases  are  signed  simultaneously.  Requisitions  may  be  submitted 
against  the  FMS02  case  immediately.  FMS02  asset  issue  restraints  exist 
for  the  first  14  months  of  the  case. 

(a)  The  FMS01  is  an  attempt  to  form  the  wholesale 
level  replenishment  requirement  never  developed  in  the  CSP.  This  attempt 
is  destined  to  failure  for  two  reasons.  First,  the  CLSSA  is  usually 
negotiated  after  the  customer  has  the  equipment  in  use  and  has  already 
used  some  of  the  CSP  stocks.  As  noted  earlier,  the  CSP  was  probably 
already  too  small — further  aggravating  the  situation.  The  US  Initial 
provisioning  "pipeline"  works  because  it  is  ready  for  use  when  end  items 
are  Issued.  Conversely,  the  CLSSA  "pipeline"  does  not  work  because  the 
attempt  to  fill  it  is  made  months  after  the  equipment  is  issued. 

Secondly,  the  FMS01  is  calculated  on  the  basis  of  a 17-month  standard 
regardless  of  the  actual  leadtimes  needed  to  obtain  the  part  (e.g. , the 
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average  MICOM  part  has  a 27-month  leadttme).  Disregarding  actual  lead- 
times  results  in  a high  potential  for  turbulent  stock  positions  in  all 
long  leadtime  parts.  The  solution  to  this  second  problem  is  partially 
provided  by  a 29  December  1976  Assistant  Secretary  of  Defense  (ASD) 
(Comptroller)  memorandum  authorizing,  if  Justifiable,  FMS01  computations 
based  on  more  than  17  months  of  supply.  Section  IV  of  this  annex  develops 
a comprehensive  solution  to  this  problem  as  part  of  an  ESG  recommendation 
for  forming  a "total"  support  program. 

(b)  FMSOl  computation  problems. 

1_.  It  is  important  to  note  that  FMSOl  stocks  are 
not  now  "additive"  to  the  requirements  objective.  The  actual  incremental 
increase  to  US  stocks  described  symbolically  by  the  FMSOl  is  activated 
by  adding  the  CLSSA  inventory  to  the  program  data  file  (PDF)  of  RDES. 

This  action  causes  an  increased  program  change  factor  (PCF)  which  is 
applied  to  the  average  monthly  demand  (AMD)  over  the  entire  requirements 
objective  (i.e.,  PCLTR,  RDTR,  PCR,  and  VSL) . RDES  performs  this  operation 
automatically  on  all  parts  common  to  the  support  weapon  system.  Require- 
ments to  support  an  additional  deployment  of  US  equipment,  equal  to  or 
less  than  25  percent  of  the  existing  supported  inventory,  would  be 
computed  in  the  same  manner.  US  supply  system  requirements  determinations 
are  considered  "flexible"  enough  for  the  US  to  accept  the  risk  that  the 
"extra"  US  demands  can  be  accommodated.  The  sensitivity  of  the  RDES 
process  may  be  illustrated  by  the  example  that  increasing  the  number  of 
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TOVs  and  M113s  currently  supported  by  100  would  result  In  a PCF  Increase 
of  .03  and  .004,  respectively.  This  would  Justify  requirement  increases 
of  only  3 percent  and  .4  percent.  Although  these  are  small  changes, 
the  US  must  decide  if  it  wants  to  continue  accepting  the  extra  risk  of 
stock  shortages  caused  by  new  CLSSAs.  If  the  US  does  not  want  to  accept 
this  extra  risk,  and  there  is  no  reason  it  should,  the  FMS01  quantity 
should  be  made  additive  to  the  requirements  objective.  The  US  would 
thereby  purchase  assets  for  a true  additional  equipment  deployment. 

1_.  Current  proposals  for  FMS01  computation  would 
direct  the  MSC  to  compute  a full  requirements  objective  for  each  part, 
and  then,  baaed  on  unit  price,  convert  the  quantities  into  a dollar 
value.  This  la  the  same  procedure  used  to  establish  and  justify  US 
budget  funding  levels.  New  FMSOls  are  to  be  based  on  US  demand  rates 
or  engineered  estimates  and  FMSOls  over  2 years  old  are  based  on  actual 
customer  demand  rates.  The  IL  customer  is  presented  the  FMS01  dollar 
value  contract  and  an  information  listing  of  the  parts  and  unit  prices 
which  were  summed  to  form  the  FMS01  value.  At  that  time,  the  IL  cus- 
tomer may  mark  the  FMS01  value  up  or  down  based  on  economic  restraints 
or  personal  judgments.  The  economy-minded  customer  can  be  expected  to 
mark  the  FMS01  value  down  by  the  value  attributable  to  repair  parts  pro- 
ducible or  reparable  in-country  at  low  cost.  RDES  cannot  recognize  these 
individual  part  value  adjustments  or  "across  the  board"  price  cuts.  As  a 
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result,  RDES  may  compute  a requirement  that  is  too  big — causing  US  funds 
to  be  spent  in  anticipation  of  IL  demands — or  coo  small,  potentially 


resulting  in  short  supply  if  the  customer  really  does  order  increased 
amounts.  FMS01  computation  problems  are  detailed  in  Figure  A-7. 

(c)  The  FMS02  computation  sums  the  value,  of  customer 
requirements  forecasted  for  the  next  12  months.  Requirements  for  new 
CLSSA  customers  are  based  on  US  demand  rates.  Actual  customer  demand 
rates  are  used  for  established  CLSSA  customers.  A dollar  value  FMS02 
contract  is  offered  to  the  CLSSA  customer  who  may  raise  or  lower  the 
value  as  is  permitted  with  the  FMS01. 

J..  Permitting  FMS02  value  reductions/increases 
based  on  selected  parts  or  permitting  "across  the  board"  reductions/ 
increases  on  the  surface  imposes  potential  turbulence  on  the  US  supply 
system.  If  the  customer's  ordering  pattern  really  does  decrease,  the  US 
supply  system  may  end  up  in  long  supply  for  all  parts  with  leadtimes 
of  over  12  months.  If  ordering  patterns  increase,  short  supply  may  occur. 
A similar  degree  of  turbulence  would  occur  in  the  US  supply  system  if 
USAREUR  independently,  without  warning  dramatically  changed  its  ordering 
patterns. 

2.  Theoretically,  CLSSA  contract  provisions  pro- 
tect the  US  from  sudden  drops  in  FMS02  activity  by  permitting  the  US  to 
force-issue  assets  to  an  IL  customer  if  the  asset  was  procured  in  antic- 
ipation of  an  IL  demand  which  did  not  materialize.  However,  it  is  almost 
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for  US  forces.  Good  visibility  of  the  country's 
total  support  program  will  permit  implementation 
of  these  policies. 


Impossible  to  "unroll"  a "rolled-up"  RDES  computed  procurement  requirement 
to  determine  what  portion  was  activated  by  the  IL  customer.  The  problem 
becomes  even  more  complex  for  long  leadtime  parts  (e.g.,  MICOM  27-month 
average  leadtime).  Potential  adverse  impacts  on  US  and  other  IL  cus- 
tomers occur  because  limited  funds  are  obligated  to  procure  assets  for 
demands  that  do  not  occur.  This  leaves  potentially  inadequate  funds 
available  to  buy  parts  that  really  are  needed.  Realistically,  however, 
periodic  RDES  runs  should  minimize  the  effects  of  such  sudden  fluctuations 
as  long  as  most  IL  customers  do  not  suddenly  change  their  FMS02  case 
values.  With  this  RDES  "self-leveling"  effect  in  mind,  it  appears  the 
solution  to  this  problem  simply  lies  in  the  US  country  desk  officer  pro- 
viding good  advice  to  the  CLSSA  customer.  If  the  customer  refuses  to 
cooperate  in  good  faith  after  realizing  the  turbulence  caused  to  the  US 
supply  system,  the  CLSSA  contract  should  be  terminated.  However,  to 
accomplish  this  full  visibility  of  how  a country  supports  a system  is 
necessary  at  MSC  level. 

(4)  CLSSA  asset  management  problems. 

(a)  To  protect  assets  bought  for  US  forces  and  other 
established  IL  customers,  a new  CLSSA  customer  (i.e. , new  may  mean  a 
customer  who  never  had  a CLSSA  before  or  a customer  adding  a new  weapon 
system  to  an  existing  CLSSA)  must  be  prevented  from  prematurely  drawing 
against  US  general  purpose  stocks.  The  severity  of  the  potential  US 
stock  draw-down  is  related  to  the  quality  of  the  CSP  originally  purchased. 


A-32 


The  current  policy  of  having  the  CSP  "provide  Initial  stocks  until  sustain- 
ing support  is  established"  has  been  loosely  Interpreted  to  mean  stocks 
"to  hold  the  customer  over"  until  a sustaining  support  program  is  selected 


and  not  until  it  is  ready  to  use.  As  such,  the  customer  may  need  repair 
parts  urgently  and  wish  to  submit  requisitions  against  the  FMS02  immedi- 
ately. 

JL.  To  prevent  premature  IL  Intrusion  into  US 
general  purpose  stocks,  current  procedures  provide  for  USAILCOM-NCAD  to 
automatically  code  any  requisition  for  a CLSSA  case  not  yet  12  months 
old  with  a CRDD  14  months  away.  Theoretically,  the  MSC  will  then  replace 
the  14  CRDD  with  a date  based  on  the  real  leadtime  of  the  part  and  issue 
the  part  according  to  the  logic  in  Figures  A-3  and  A-4.  However,  there  is 
no  standard  MSC  procedure  for  having  the  CRDD  changed.  Of  course,  neither 
12  nor  14  months  has  anything  to  do  with  the  real  leadtime  necessary  to 
augment  US  stocks.  The  IL  customer  must  wonder  why  high-priority  requi- 
sitions submitted  on  the  day  after  the  12-month  limit  can  be  filled 
immediately,  while  requisitions  submitted  the  day  before  that  12-month 
limit  are  coded  with  a CRDD  14  months  away.  The  problem  becomes  even 
more  complex  when  dealing  with  the  case  where  a new  weapon  system  is 
added  to  an  existing  CLSSA  case.  There  is  no  automated  test  available 
to  prevent  the  innedlate  fill  of  CLSSA  requisitions  against  a new  weapon 
system  as  long  as  the  general  CLSSA  case  has  been  in  existence  over  12 
months. 
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2.  Solution  of  the  new  weapon  system  case  is 
relatively  simple  if  a separate  case  is  established  for  each  weapon  system 
and  if  the  customer  is  required  to  enter  the  weapon  system  designator  code 
on  the  requisition.  A machine  check  can  then  be  made  to  prevent  the  new 
requisitions  from  prematurely  competing  with  US  stocks  by  testing  the  age 
of  the  case  designator.  Obviously,  since  no  available  machine  test  can 
determine  if  a requisition  under  a case  is  for  a specific  system,  it  is 
possible  that  a customer  could  pass  a requisition  for  the  new  system  under 
an  established  case  designator.  The  effort  to  establish  such  an  elabor- 
ate check  would  be  prohibitive,  especially  when  a part  is  common  to  several 
systems.  But,  there  is  another  simple  solution  because  such  an  action 
adversely  impacts  on  US  forces  only  when  short  supply  exists.  If  it 

is  generally  assumed  that  no  customer  will  deliberately  try  such  an  abuse 
of  the  system,  the  supply  manager  can  manually  check  the  country  authori- 
zation to  draw  against  parts  only  in  cases  of  short  supply.  This  check 
is  easily  implementable  because  manual  processing  of  requisitions  for 
parts  in  short  supply  is  a common  US  practice.  Requiring  weapon  system 
designator  code  entries  on  requisitions  is  more  than  just  a symbolic 
gesture.  It  keeps  customers  conscious  of  what  is  ordered  for  a weapon 
system  and  helps  the  US  monitor  IL  impact  on  a weapon  system. 

3.  It  is  more  complex  to  solve  the  basic  problem 
of  when  requisitions  will  be  honored  (e.g.,  12  or  14  months).  Reason 
dictates  the  customer  should  be  permitted  to  receive  parts  as  soon  as 
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possible.  Part  accessibility  should,  therefore,  be  related  to  actual  pro- 
curement leadtime.  However,  a CCSS  issue  test  to  permit  such  a phased 
access  schedule  cannot  be  developed  for  long  leadtime  parts  without 
considerable  difficulty.  The  29  December  1976  ASD  (Comptroller)  memoran- 
dum on  CLSSA  attempted  to  resolve  this  problem  by  directing  that  no 
requisitions  be  accepted  until  the  FMS01  on-hand  requirement  is  physi- 
cally on  hand.  (11)  This  absolute  rule  fails  to  solve  the  problem  because 
it  does  not  recognize  that  parts  have  significantly  different  leadtimes 
and  that  FMS01  requirements  are  not  now  considered  "additive"  require- 
ments, thus  making  it  impossible  to  identify  an  on-hand  portion.  The 
simplest  solution  for  this  problem  is  in  ideal  total  support  program 
planning.  This  solution,  discussed  in  Section  IV,  would  require  signing 
the  CLSSA  and  starting  US  stock  augmentation  before  end  item  delivery. 

(b)  An  FMS02  asset  management  problem  area  concerns 
management  of  cases  in  which  the  customer's  actual  demand  values  exceed 
the  FMS02  case  value.  Currently,  USAILCOM-NCAD  codes  these  requisitions 
with  a 14-month  CRDD.  This  code  notifies  MSCs  to  suspend  the  customer's 
privilege  of  receiving  stock  issues  on  the  same  basis  as  US  forces.  The 
issue  privilege  suspension  remains  in  effect  until  the  annual  renewal  of 
the  CLSSA.  This  policy  is  not  rationally  lmplementable.  It  also  adversely 
impacts  on  the  US  supply  budget.  A customer's  FMS02  funds  will  not  nor- 
mally run  out  until  the  end  of  the  contract  year.  Thus , the  renewed  CLSSA 
contract  allows  the  IL  customer  to  submit  high-priority  requisitions 
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within  2 or  3 months  which  will  be  filled  immediately  even  though  they 
are  for  assets  that  supposedly  could  not  be  made  available  for  14  months. 
Aside  from  creating  a turbulent  demand  pattern,  this  policy  undermines 
the  US  suppl)  system's  "business-like"  image  in  the  IL  customer's  eyes. 
The  US  supply  budget  is  adversely  affected  because  the  IL  orders  are 
being  prefinanced  during  this  "unfunded  IL  period"  with  US  funds,  thus 
reducing  the  US  financial  flexibility  for  buying  needed  US  assets. 

(c)  The  final  CLSSA  asset  management  topic  deals  with 
reconciliations  of  requisitions.  A using  unit  will  never  know  if  it  is 
uselessly  waiting  for  parts  delivery,  and  the  wholesale  supply  manager 
will  never  know  if  he  should  take  extraordinary  efforts  to  obtain  assets, 
unless  reconciliations  are  performed  to  validate  the  existence,  quantity, 
and  urgency  of  requisitions.  Currently,  reconciliations  are  conducted 
seal  annually  only  with  CLSSA  customers  that  want  to  participate.  The 
reconciliation  is  aimed  more  at  correcting  unit  prices  than  validating 
demands.  Periodic  (e.g. , USAREUR  does  it  quarterly)  reconciliations 
should  be  made  mandatory . 

(S)  CLSSA  problems  related  to  "reparable"  parts  require 
special  mention.  As  equipment  becomes  more  sophisticated,  more  compo- 
nents will  be  "reparable."  RDES  cannot  recognize  an  IL  customer  has 
not  elected  to  use  the  "exchange  of  reparable"  provisions  of  the  CLSSA. 

As  a result,  inaccurate  part  quantities  may  be  periodically  ordered 
from  procurement  or  repair  vendors  until  the  IL  customer  sets  a definite 
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demand  pattern.  This  area  should  receive  special  review  by  technically 
qualified  supply  managers. 

c.  Financial  management. 

(1)  Budgeting  for  US  replenishment  requirements  is  an  inte- 
gral part  of  RDES.  The  total  projected  budget  is  designed  to  satisfy 
recurring  requirements.  Minor  nonrecurring  demands  (e.g. , order-ship 
time  stockage  changes,  etc.)  are  absorbed  in  the  ROES  computed  budget. 

The  US  Army  accepts  this  risk  since  the  budget  is  only  an  estimate. 

Every  time  an  RDES  run  is  made,  it  produces  an  estimate  of  funds  required 
during  the  remainder  of  the  apportionment  year  and  the  next  budget  year. 
Based  on  this  forecast , supply  managers  plan  ahead  to  ensure  funds  are 
available  at  the  right  time  to  permit  procurement  of  RDES-determlned 
requirements. 

(2)  CLSSAs  present  a difficult  financial  management  prob- 
lem because  they  are  Integrated  Into  the  RDES  budget  stratification 
process.  As  a result,  financial  management  problems  cannot  be  solved 
until  CLSSA  requirement  determination  problems  are  resolved.  In  June 
1976,  MICOM  notified  USAILCOM  that  CLSSA  problems  disrupt  the  US  budget 
stratification  and  requirements  determination  and  even  possibly  cause 
Illegal  fund  obligations.  In  December  1976,  having  not  received  an  ade- 
quate answer,  MICOM  stopped  buying  CLSSA  pipeline  requirements  for  six 
new  CLSSA  cases.  This  action  will  probably  cause  short  supply  conditions 
for  US  forces  when  the  new  IL  customers  begin  competing  on  an  equal  baslB 
with  US  forces  for  available  assets. 
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d.  Performance  measurement. 


(1)  US  replenishment  program  effectiveness  is  measured 
using  MILSTEP  criteria  discussed  in  Appendixes  A-l  and  A-2. 

(2)  IL  CLSSA  supply  performance  measurement  was  difficult 
prior  to  January  1976  because  of  the  oddities  of  FMSO/non-FMSO  item 
classifications.  Soon  CLSSA  performance  can  be  compared  directly  to  US 
replenishment  programs  in  MILSTEP.  No  other  management  study  of  the 
CLSSA  was  found.  As  this  is  the  "preferred"  US  program,  a significant 
increase  in  the  management  review  of  this  program  is  warranted.  Business 
trends  in  commodity  volumes,  cash  flow,  customer  distribution,  US  weapon 
systems  affected,  and  competition  with  other  IL  programs  should  be  deter- 
mined. Each  performance  measurement  should  be  superimposed  on  US  supply 
performance  and  readiness  reports  to  permit  early  identification  of  any 
adverse  impacts  on  US  forces  possibly  resulting  from  CLSSA  activity. 

Any  of  the  special  ESG  indicators  and  indexes  displayed  in  Tab  A and 
Tab  B of  Appendix  A-2  could  be  immediately  adopted.  All  information 
used  in  the  special  ESG  indicators  is  currently  available  in  MILSTEP. 

11.  US  Special  Programs  Compared  to  the  FMS  Defined-llne  Case 
Program — Adding  a Little  Extra  to  the  Pipeline, 
a.  Program  objectives. 

(1)  US  special  programs  satisfy  explicitly  definable 
demands  generated  by  other  than  recurring  dally  activities.  An  example 
of  a special  program  would  be  a Joint  Chiefs  of  Staff  (JCS)  project  or 
controlled  equipment  test. 
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(2)  FMS  defined-line  programs  are  Intended  to  satisfy  the 
same  type  of  demands  as  US  special  programs.  Several  distinct  terms 
have  developed  to  Identify  types  of  FMS  defined-llne  cases  that  fre- 
quently occur  (Figure  A-8) . 


FMS  DEFINED-LINE  CASE  TITLES 


Common  Terms  Used 

Description 

Follow-on  spares  or  FMS 
deflned-llne  case 

Customer  buys  exact  number  of  a specific 
part  at  a fixed  price  for  delivery  on 
a definite  commitment  date.  Such 
parts  are  normally  used  to  start  in- 
country depot  overhaul  operations  or 
to  significantly  change  in-country 
stockage  levels  for  some  other  reason. 

Life  of  type  buy 

Customer  buys  a lifetime  supply  of  re- 
pair parts  to  support  equipment  the 

US  is  dropping  from  its  inventory. 
Consolidation  of  these  buys  permits 
all  customers  to  receive  a better 
price.  Future  support  must  be  ar- 
ranged between  the  customer  and  a 
contractor  under  a commercial  direct 
sale  (CDS) . 

Concurrent  Spare  Parts 
(CSP) 

Current  practice  permits  incorporating 
the  CSP  case  line  in  an  FMS  defined- 
line  case.  As  a result  of  this 
practice,  visibility  of  CSP  case 
activity  is  almost  completely 
obscured. 

End- Item  cases 

Since  end  items  are  listed  as  separate 
lines,  such  cases  are  also  included 
in  this  category. 

Figure  A-8 
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b.  Requirements  determination  and  asset  management. 

(1)  US  special  program  requirements  can  normally  be  deter- 
mined  more  accurately  than  replenishment  requirements.  Computations 
are  based  on  a definite  customer  program  implemented  in  a controllable 
environment.  Special  requirements  are  "additive"  to  the  requirements 
objective.  Program  assets  are  reserved  in  a special  ownership  purpose 
code  on  or  about  the  required  delivery  date.  Since  the  program  is 
implemented  within  the  framework  of  the  total  US  supply  system,  any 
Inaccuracies  in  requirement  determinations  causing  short  supply  can  be 
corrected  by  diverting  other  US  assets.  Long  supply  can  be  corrected 

by  redistributing  assets  to  other  US  accounts.  This  practice  is  reason- 
able considering  the  severe  "penalties"  for  delaying  a special  program 
(e.g.(  depot  work  stoppage).  The  current  USAREUR  M60/M60A1  exchange 
program  is  an  example  of  a special  program  whose  requirements  were  mis- 
estimated as  evidenced  by  the  high  actual  and  low  estimated  tank  overhaul 
requirement . 

(2)  IL  FMS  case  requirements  are  determined  by  the  XL 
customer.  Advice  on  such  items  as  program  design  and  demand  rates  may 
be  provided  by  the  US.  The  final  decision,  however,  remains  with  the 
foreign  government.  If  the  customer  overbuys,  the  US  may  buy  back  any 
excess  it  can  use.  If  the  customer  underbuys,  shortages  can  be  filled 
only  by  diverting  existing  ln-country  stocks,  negotiating  another  defined- 
line  case,  or  submitting  requisitions  against  another  US  program  the 
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country  has  contracted  to  use.  Defined-linc  requirements  are  additive 
to  the  US  requirements  objective.  MSCs  establish  a CRDD  using  the  same 
potentially  inaccurate  procedures  as  in  the  CSP  program. 

(3)  IL  FMS  defined-line  assets  are  either  released  from 
OP  A directly  to  the  customer  or  put  on  direct  vendor  to  customer  deliv- 
ery order.  Asset  issue  is  made  using  the  logic  shown  in  Figures  A-3  and 
A-4.  The  requisition  1PD  is  entered  by  USA1LC0M-NCAD.  The  least  urgent 
IPD  (i.e.,  IPG3)  is  always  applied.  Since  assets  are  released  from  OP  A, 
the  US  buffers  the  FMS  customer  from  the  risks  of  procurement  turbulence 
by  giving  the  IL  customer  access  to  all  US  general  purpose  stocks.  If 
there  is  a problem  with  replacement  procurement  where  the  FMS  demand  was 
Included,  the  resulting  shortage  is  shared  by  the  IL  and  US  customer. 

If  the  FMS  requisition  was  filled  from  assets  above  the  reorder  point 

* 

and  then  something  goes  wrong  with  the  replacement  procurement,  the  US 
alone  would' .bear  the  adverse  impact.  Annex  B cites  several  incidents 

« i 

of  this  occurrence.  The  FMS  customer  does  not  pay  any  extra  charge  for 
this  protection. 

c.  Financial  management. 

(1)  US  special  programs  are  normally  funded  as  separate 
linea  and  not  "lumped"  into  another  budget  category.  Special  programs 
must  be  budgeted  for  during  the  annual  PPBS  budget  cycle.  The  only  way 
a special  program  can  be  implemented  "ASAP"  is  to  divert  assets  bought 
with  other  funds  and  then  use  the  fund  * allocated  for  the  special  program 
to  buy  "pay  hack”  assets  later. 

' 


(2)  IL  FMS  funding  should  be  simple.  It  should  not  affect 
the  US  budget.  Funds  are  matched  to  specific  requisitions  in  the  same 
manner  as  in  the  CSP  program.  The  only  possible  problem  area  is  the  COCP. 
This  is  discussed  in  detail  in  the  CSP  program  analysis, 
d.  Performance  measurement. 

(1)  US  programs  are  "rolled  up”  at  DA  level  into  other 
supply  performance  statistics  and  evaluated  under  MILSTEP  criteria.  At 
lower  levels  and  in  action  offices,  the  Individual  programs  can  be  moni- 
tored against  MILSTEP  criteria  and  program  schedule. 

(2)  Comments  in  the  CSP  discussion  about  the  lack  of  visi- 
bility of  specific  types  of  FMS  programs  are  applicable  here.  No  organi- 
zational level  was  found  to  have  a monitoring  effort  for  identifying  the 
quantity,  quality,  or  accuracy  of  repair  part  sales  under  a deflned-line 
case.  Effective  implementation  of  total  support  program  planning  will 
require  visibility  of  individual  programs  to  better  advise  the  IL  cus- 
tomer on  how  to  integrate  several  programs  into  a complementary  scheme. 

12.  US  Depot  Overhaul  Programs  Compared  to  Maintenance  Support 
Agreements  (MSA) — The  ’’Recurring"  Special  Program.  This  comparison  is 
not  made  here  to  avoid  presenting  details  of  the  US  depot  parts  explo- 
sion process.  But,  it  is  assumed  the  same  conditions  exist  in  the  MSA 
program  because  real  time  operational  constraints  have  been  violated  in 
all  other  IL  programs  through  the  imposition  of  artificial  standard  times. 
No  management  review  information  was  found  which  indicated  the  magnitude. 


successfulness,  or  development  of  trends  in  the  MSA  program.  It  is  recom- 
mended that  the  Logistics  Support  Division,  Directorate  for  International 
Logistics,  CDCSLOG , in  consor^  with  the  Directorate  for  Supply  and  Main- 
tenance, ODCSLOG,  review  the  MSA. 

13.  Blanket  Open  End  (BOE)  Programs — The  Discount  SSA. 

a.  Program  objective. 

(1)  There  is  no  comparable  DS  program. 

(2)  IL  BOEs  provide  an  "open  end"  contract  enabling  the  IL 
customer  to  purchase  secondary  items,  tools,  miscellaneous  service,  etc., 
from  DOD  sources  without  negotiating  a separate  FMS  case  for  each  trans- 
action. Since  only  21  countries  have  CLSSAs  and  they  do  not  support  all 
weapon  systems  with  the  CLSSAs  and  since  69  countries  have  BOEs,  it  may 
be  concluded  that  BOEs  are  frequently  used  and  possibly  preferred  as  a 
replenishment  program. 

b.  Requirements  determination  and  asset  management.  IL  BOE 
requirements  are  not  established  until  the  customer  submits  requisitions. 
Requisitions  may  be  submitted  against  any  weapon  system  at  any  time 
during  the  12-month  life  of  the  BOE.  BOE  requirements  are  considered 
nonrecurring  and  counted  "additive"  to  the  US  requirements  objective. 

The  customer  selects  the  requisition  IPD  based  on  the  FAD  authorized. 
USAILCOM-NCAD  automatically  places  an  18-month  CRDD  on  BOE  requisitions 
and  forwards  them  to  the  MSC.  Theoretically,  each  MSC  corrects  the 

[ 18-month  CRDD  to  coincide  with  the  real  leadtime  for  the  part. 
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No  evidence  could  be  found  at  MSC  level  that  the  18-month  CRDDs  were  being 
corrected.  Asset  issues  are  made  in  accordance  with  the  logic  in  Figure 
A-3.  MICOM  has  just  discovered  a CCSS  programing  flaw  that  releases 
assets  for  all  BOE  orders  for  a part  when  the  earliest  CRDD  is  reached. 
This  means  many  BOE  orders  at  all  MSCs  are  receiving  assets  without 
waiting  a full  leadtime.  An  emergency  SCR  is  being  sent  to  ALMSA  to 
correct  this  program  flaw.  The  comments  made  in  the  FMS  analysis  about 
the  US  assuming  procurement  risks,  at  no  extra  charge  to  the  IL  customer , 
also  apply  here. 

t c.  Financial  management.  BOE  funding  should  not  affect  the  US 

budget.  Pricing  and  processing  comments  made  about  the  COCP  program  in 
the  CSP  analysis  apply  to  BOE  programs.  The  BOE  was  named  the  "discount 
SSA"  because  BOE  customers  pay  only  for  the  part  received,  but  receive 
full  protection  from  procurement  turbulence  risks  just  as  CLSSA  customers 
who  have  made  extra  capital  investments  (FMS01)  and  paid  higher  sur- 
charges to  buy  this  protection. 

d.  Performance  measurement.  The  BOE  program  receives  no  per- 
formance measurement  or  management  review.  Since  repair  parts,  services, 
training,  publications,  etc.,  can  all  be  purchased  under  one  BOE,  visi- 
bility of  BOE  repair  part  sales  activity  cannot  be  developed  at  DA  or 
DARCOM/USAXLCOM  level.  MSCs  are  not  involved  with  the  negotiation  of 


the  BOE  since  the  customer  can  requisition  against  any  weapon  system. 
Although  preferable,  BOE  customers  need  not  identify  the  commodity  area 
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or  weapon  system  where  requisitions  will  be  concentrated.  It  is  not  unusual 
for  the  MSC  to  receive  requisitions  from  the  BOE  customer  before  official 
notification  is  even  received  from  USAILCOM-NCAD  that  the  case  exists.  BOE 
activity  is  rolled  up  in  the  "FMS"  category  in  MILSTEP  reports.  Since  the 
BOE  is  possibly  the  prime  CLSSA  competitor,  it  probably  would  be  of  manage- 
ment interest  to  determine  why  XL  customers  would  be  drawn  to  BOE  use 
rather  than  the  CLSSA  preferred  by  the  US. 

14.  Grant  Aid  (GA)  Programs.  This  program  operates  in  the  same 
general  manner  as  a BOE.  The  exception  is  that  the  MAP  bill  extract 
authorizes  funding  of  requirements.  GA  program  performance  is  measured 
as  a separate  item  in  MILSTEP  reports  and  in  the  USAILCOM  quarterly 
review. 

15.  The  Total  Repair  Part  Support  Program — Integrating  the  Individ- 
ual Support  Programs. 

a.  No  single  organization  in  the  IL  system  is  currently  charged 
with  formulating  a country's  total  support  program  and  maintaining  its 
management  visibility.  This  point  can  be  confirmed  by  reviewing  how  a 
support  program  is  actually  negotiated  from  the  bottom  up. 

(1)  USAILCOM  notifies  the  MSC  responsible  for  a weapon 
system  to  prepare  a letter  of  offer  and  acceptance  (LOA)  for  an  IL  con- 
tract. At  MSC  level,  data  consolidation  responsibility  rests  in  the  IL 
directorate.  Actual  computations  or  requirements  are  made  in  other  MSC 
directorates  which  perform  this  IL  work  in  addition  to  their  primary 
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task  of  supporting  US  forces.  No  standardized  procedures  or  checklists 
govern  the  collection  and  evaluation  of  case  data.  For  example,  the 
IL  directorate  does  not  transmit  standard  information  on  the  total  country 
program  (e.g..  Inventory  already  on  hand,  existing  support  contracts)  to 
other  MSC  offices.  As  a result,  cases  are  prepared  "in  a vacuum."  No 
one  knows  if  special  tools  and  test  sets  were  already  provided  or  if 
actual  demands  on  the  last  CSF  were  so  low  that  the  new  case  requires 
only  a small  CSP.  MSC  directorates  simply  provide  the  earliest  date  the 
end  item  or  part  can  be  available.  Sometimes  end-item  cases  provide 
only  "canned"  comnents  that  repair  part  support  should  be  considered. 

The  MSC  information  is  consolidated  by  the  IL  directorate  country  desk 
officer  and  forwarded  to  USAILCOM.  Thus,  the  IL  sales  case  leaves  the 
MSC,  the  organization  with  the  most  specialized  expertise,  without  being 
integrated  into  a "total  support  program." 

(2)  Before  climbing  to  USAILCOM  level,  several  specific 
comments  about  repair  part  cases  must  be  made.  First,  CSP  development 
occurs  with  little,  if  any,  review  of  previous  end  item  sales  cases. 
Second,  CLSSA  cases  are  not  always  the  responsibility  of  the  country 
desk  officer.  In  MICOM,  a separate  office  monitors  CLSSA  cases.  Third, 
deflned-line  cases  are  seldom  compared  to  other  support  actions  active 
in  the  country.  The  general  attitude  is,  "If  he  can  afford  it,  let  him 
have  it."  Fourth,  BOEs  are  not  even  negotiated  at  MSC  level.  Since  the 
customer  is  buying  a "blanket"  authority  to  requisition  against  any 
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system,  the  BOE  Is  negotiated  at  USAILCOM  level.  Finally,  CDS  cases  are 
not  considered  part  of  a total  support  program.  CDS  is  a perfectly  accept- 
able method  through  which  an  IL  customer  can  obtain  repair  part  support. 
Thus,  this  program  muat  also  be  monitored  to  ensure  the  IL  customer  an 
adequate  support  program  and  to  prevent  such  sales  from  adversely  Impacting 
on  a US  weapon  system.  The  concern  of  MSC-level  workers  was  expressed  as 
"getting  the  case  back  to  USAILCOM  on  time."  Development  of  a total 
country  support  program  for  the  weapon  system  provided  by  the  MSC  was 
never  considered  more  important  than  meeting  the  case  suspense  date. 

(3)  USAILCOM  has  a similar  dispersion  of  responsibility. 
CLSSAs  are  the  responsibility  of  the  Cooperative  Logistics  Division, 

Program  Management  Directorate,  USAILCOM.  All  other  contracts  are  the 
responsibility  of  the  regional  and  country  desk  officers  in  the  regional 
directorates.  It  should  also  be  noted  that  people  at  this  level  require 
much  less  detailed  knowledge  on  how  a weapon  system  must  be  supported. 

The  desk  officer  is  dealing  with  all  weapon  systems  in  the  US  Army  and 
the  IL  country  and  not  just  a few  peculiar  to  an  MSC.  As  a result,  the 
quality  of  the  final  contract  and  any  support  considerations  vary  with 
each  individual  country  desk  officer's  personal  initiative. 

(4)  Status  does  not  change  at  the  DA  level.  In  fact, 

a country's  total  support  program  is  potentially  less  visible  because 
the  DA-level  workers  are  dependent  on  information  from  the  USAILCOM  level. 

I! 
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b.  Total  support  for  modern  weapon  systems  is  expensive.  The 
only  way  DA  can  encourage  IL  customers  to  accept  this  package  Is  to  pre- 
sent It  In  such  a logical  manner  that  It  cannot  be  reasonably  refused. 
Providing  customer  cost  planning  data  in  advance  will  prepare  the  stage 
for  a total  program  presentation.  Including  logistical  support  forecast 
data  as  a backup  to  the  Security  Assistance  Master  Planning  and  Phasing 
Worksheets  (SAMPAP)  is  a good  start  in  collecting  planning  data.  However, 
ODCSLOG  cannot  make  any  further  significant  progress  towards  efficient 
support  program  operations  until  it  comprehensively  reviews  IL  program 
policies,  procedures,  and  functional  responsibilities. 

16.  Defense  Logistics  Agency  Interfaces. 

a.  A description  of  IL  involvement  in  the  US  supply  system 
would  not  be  complete  without  a comment  on  the  resulting  IL  Interfaces 
with  the  Defense  Logistics  Agency  (DLA).  The  MSCs  act  as  the  IL  custom- 
er's agent  in  all  DLA-related  actions.  DLA  policies  are  presented  below 
by  IL  program. 

(1)  FMS  deflned-llne  cases:  DLA  considers  CSPs,  BOEs, 
and  FMS  deflned-llne  cases  all  in  one  category  because  each  program 
generates  nonrecurring  demands  that  are  individually  reimbursable.  The 
DLA  requirements  determination  computation  is  different  from  that  used 
In  the  US  Army.  In  the  US  Army  system,  an  IL  demand  under  these  programs 
is  counted  as  additive  to  the  US  requirements  objective.  DLA,  however, 
rolls  up  either  all  or  part  of  the  nonrecurring  demands  with  recurring 
demands  depending  on  the  Item's  management  intensity  rating.  This 
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aggregated  demand  is  then  operated  on  by  an  exponential  smoothing  compu- 
tation to  produce  a final  requirement.  DLA  releases  assets  ianedlately 
if  assets  are  on  hand  above  the  reorder  point.  If  not,  the  IL  demand  is 
included  in  the  next  DLA  procurement  and  designated  for  direct  vendor-to- 
customer  delivery.  The  IL  customer  is  charged  the  current  item  price, 
not  the  replacement  price. 

(2)  CLSSA  cases  are  also  handled  differently  at  DLA.  When 
a new  CLSSA  starts,  each  MSC  notifies  DLA  of  the  quantity  of  parts 
required.  Inventory  information  is  not  used  by  DLA.  DLA  then  procures 
an  additive  quantity  of  90  days  of  supply  which  is  placed  in  general 
purpose  code  assets.  Any  other  stockage  changes  caused  by  the  customer 
are  driven  by  actual  demands  received.  DLA  uses  its  own  funds  for  this 
90-day  additive  procurement.  The  MSC  and  the  IL  customers  are  never 
tasked  with  providing  reimbursement  until  the  item  is  sold.  This  con- 
strains DLA  financial  flexibility  for  ordering  US  parts  because  DLA  has 
obligated  US  monies  budgeted  for  other  purposes. 

b.  The  DLA  comptroller  is  now  examining  the  policies  of  not 
charging  the  IL  customer  a replacement  price  on  orders  and  of  obligating 
DLA  money  to  purchase  the  CLSSA  pipeline  quantities.  For  all  practical 
purposes,  the  US  Army  has  benefited  from  these  DLA  practices  because  it 
has  not  had  to  pass  on  as  much  IL  money  as  it  should  have.  ODCSLOG  must, 
therefore,  be  prepared  to  coordinate  with  DLA  on  these  pending  changes 
to  ensure  they  can  be  smoothly  integrated  into  US  Army  operations. 
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IV.  IL  PROGRAM  REVISIONS 

17.  The  Rationale. 

a.  The  US_  wholesale  supply  level  activity  procures  parts  from  a 
producer.  Based  on  weapon  system  combat  essentiality,  decisions  are  made 
to  spend  funds  to  reduce  the  risk  of  not  having  parts  available  when 
needed.  The  supply  system,  acting  as  the  buyer,  executes  these  risk- 
reducing  decisions  by  Increasing  on-hand  and  on-order  stock  levels  (i.e.. 
Increasing  the  VSL  and  PCR  of  the  requirements  objective)  or  by  assigning 
high  priorities  to  procurement  work  directives  to  obtain  quick  deliveries 
from  producers.  The  producer,  acting  as  the  supplier,  charges  the  buyer 
extra  fees  for  ensuring  parts  are  available.  The  buyer  may  be  required 
to  pay  the  cost  of  equipping  the  producer's  plant  to  ensure  adequate  pro- 
duction capacity  is  available  or  may  be  required  to  pay  extra  fees  for 
expedited  delivery. 

b.  The  IL  wholesale  supply  level  activity  also  acts  as  a buyer. 
The  supplier  engaged  may  be  a US  commercial  firm  or  the  US  supply  system. 
As  with  the  US  supply  system,  the  IL  buyer  must  decide  how  much  it  is 
willing  to  pay  to  reduce  the  risk  of  not  having  parts  available.  In 
turn,  the  US  supply  system  resembles  the  supplier  in  that  It  must  decide 
how  much  extra  to  charge  to  ensure  parts  are  available. 

c.  The  buyer-supplier  risk  and  insurance  cost  analogy  may  be 
directly  applied  to  IL  programs.  The  IL  buyer  receives  a certain  basic 
level  of  benefit  from  dealing  with  the  US  supply  system.  These  benefits 
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include  the  US  Government  promise  to  provide  quality  parts  incorporating 
the  newest  technological  improvements.  Any  benefit  or  Insurance  of  part 
availability  above  this  level  should  "cost"  the  IL  buyer  extra. 
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18.  The  Mew  Policy. 

a.  It  is  impossible  to  discuss  IL  repair  part  support  programs 
independently.  Each  one  represents  a portion  of  a total  support  program 
or  system.  Therefore,  each  program  must  be  Integratable  with  other 
programs . 

b.  Current  IL  programs  will  continue  to  cause  US  supply  system 
turbulence  «nH  potential  adverse  impacts  on  US  forces  until  changed.  At 
the  simplest  level,  two  directives  must  be  issued  immediately . One  must 
require  standardization  of  CRDD  determination  procedures  in  CSP,  BOE,  and 
FMS  def ined-line  programs  to  prevent  premature  IL  competition  for  US  assets. 
The  other  must  require  FMS01  computations  be  made  equal  to  a full  require- 
ments objective  for  each  part  and  IL  customers  must  be  told  the  FMS01  case 
value  cannot  be  changed.  These  two  directives,  however,  are  only  "quick 
fixes."  More  are  needed  to  address  integrating  programs  into  a total 
support  package. 

c.  Development  of  effective  repair  part  support  programs 
requires  a restatement  of  the  objectives  of  each  program.  The  new  state- 
ment of  objectives  must  permit  development  of  a support  program  from  the 
bottom  up.  Total  programs  can  be  easily  developed  if  each  IL  program  is 
brought  in  line  with  its  comparable  US  program. 


A-51 


r 


L J 


(1)  The  new  CSP.  This  program  must  be  the  cornerstone  of 
each  repair  part  support  program.  In  quantity  it  must  be  analogous  to 
the  AOQ  and  IIQ  portion  of  US  initial  provisioning  and  be  compatible  with 
the  replenishment  program  selected.  If  the  customer  decides  to  manipulate 
in-country  stocks  to  reduce  risks  of  short  supply,  then  the  replenishment 
program  should  be  the  FMS  defined-line  case  and  the  WLRR  must  be  set  equal 
to  the  full-time  delay  for  part  delivery  (i.e.,  RDTR,  PLCTR,  PCR  plus  COCP 
and  shipping  delays  and  an  in-country  VSL) . If  the  customer  decides  to 
invest  more  capital  to  have  the  US  ensure  parts  availability,  then  a 
CLSSA  should  be  used.  The  WLRR  should  then  equal  the  FMS01  requirement. 

A CLSSA  must  be  selected  at  the  time  of  the  end  item  sale.  If  the  cus- 
tomer decides  to  purchase  a CLSSA  at  a later  date,  the  CSP  must  be  recon- 
stituted prior  to  CLSSA  Implementation.  These  policies  ensure  that  the  IL 
customer  receives  adequate  initial  stocks  and  establishes  the  customer's 
relationship  to  the  US  supply  system  for  replenishment.  In  addition, 
package  shipments  should  be  made  mandatory  if  it  is  found  that  warehousing 
costs  are  not  excessive.  This  results  in  an  orderly  introduction  of  equip- 
ment and  parts  ln-country  and  improves  US  quality  control  over  the  shipment. 
Since  it  is  Important  to  successfully  start  a country  program  for  a 
weapon  system,  assets  procured  for  the  case  should  be  reserved  in  OP  N 
until  the  CRDD.  Proper  CRDD  determination  will  prevent  this  IL  require- 
ment from  impacting  on  US  force  support.  If  an  unforeseen  procurement 
problem  develops  with  the  contract  including  the  CSP  assets,  the  IL 
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customer  should  be  permitted  to  penetrate  US  assets  only  to  the 
PROT-IPD-H  level.  This  policy  constitutes  a reasonable  US  attempt 
to  provide  the  CSP  parts  while  still  adequately  protecting  US  readiness. 
Policies  for  I PD  assignment  should  provide  for  use  of  an  IPD  that  is 
appropriate  when  considered  in  light  of  US  Security  Assistance  objectives 
in  the  customer  country  and  JCS-authorized  FAD  (see  Figure  A-9) . 

(2)  The  new  CLSSA.  The  CLSSA  gives  the  IL  buyer  a high 
level  of  Insurance  (i.e.,  reduces  risks)  that  parts  will  be  available. 
Protection  from  procurement  turbulence  is  achieved  by  making  US  general 
purpose  assets  available  for  IL  use.  The  US  supply  system  must  charge 
the  buyer  "extra"  for  ensuring  parts  availability.  This  extra  charge 
should  take  the  form  of  requiring  the  CLSSA  customer  to  accept  FMS01  and 
FMS02  cases  at  full  value.  This  prevents  US  requirements  determination 
process  turbulence.  Such  turbulence  adversely  impacts  on  both  US  and 
other  CLSSA  customers.  Another  "extra  charge"  is  developed  by  requiring 
customers  to  have  a properly  constituted  CSP  initial  provisioning  pack- 
age at  the  time  of  CLSSA  implementation.  Figure  A-10  makes  specific 
recommendations  for  CLSSA  on  initial  sale  of  a weapon  system  (Case  1) ; 
implementation  of  a CLSSA  after  the  weapon  system  has  been  in  the  field 
(Case  2) ; increasing  equipment  Inventories  supported  under  CLSSA  (Case  3) ; 
and  use  of  "exchange  of  reparable"  CLSSA  provisions  (Case  4)  with  Cases  1 
through  3.  Note:  the  BOEs  are  recommended  only  as  a "transition  pro- 
gram" during  CSP  reconstitution  in  Case  2. 
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RECOMMENDED  POLICIES 
CONCURRENT  SPARE  PART  PROGRAM 


Figure  A-9 


RECOMMENDED  POLICIES 

COOPERATIVE  LOGISTIC  SUPPLY  SUPPORT  AGREEMENT 
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(Figure  A-10  Continued  on  Next  Page) 
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(3)  The  new  FMS  Defined- line  Case.  If  the  IL  buyer  does 
not  wish  to  incur  extra  costs  to  reduce  short  supply  risks , the  US  should 
provide  the  buyer  only  the  basic  "quality  guarantee"  level  of  benefit. 

The  buyers  should  make  procurement  decisions  under  the  FMS  defined-line 
program  based  on  their  own  experience  and/or  interpretation  of  US  histori- 
cal data.  Any  internal  mismanagement  and  any  unforeseen  procurement  risks 
should  be  borne  by  the  buyer.  Unforeseen  procurement  risks  are  trans- 
ferred to  the  IL  buyer  alone  by  ordering  direct  vendor-to-customer  deliv- 
ery. In  this  manner,  the  burden  of  a contractor  default  or  other  pro- 
curement problem  is  borne  by  only  the  IL  buyer  and  not  shared  by  the  US 
and  other  IL  customers  who  were  willing  to  make  Increased  CLSSA  capital 
investments  to  reduce  such  risks.  See  Figure  A-ll  for  more  details. 

(4)  The  new  BOB.  Since  the  BOE  is  not  comparable  to  any  US 
program,  it  should  not  be  used  on  a continuous  basis.  BOEs  as  currently 
used  make  all  US  general  purpose  assets  available  to  BOE  customers . Thus , 
the  BOE  customer  is  both  protected  from  unforeseen  procurement  risks  and 
relieved  of  the  responsibility  of  making  orderly  planned  procurements 
from  the  US  supply  system.  The  BOE  customer  incurs  no  extra  charge  for 
these  benefits.  In  fact,  the  US  supply  system  alone  Incurs  the  BOE-relnted 
extra  charges  in  the  form  of  budget  turbulence.  Somehow,  while  keeping  a 
running  balance,  USAILCOM  must  attempt  to  reimburse  each  MSC  for  BOE 
orders  placed  against  it.  Although  not  that  difficult  for  ASF  parts,  it 
becomes  a complex  process  to  ensure  an  inflated  replacement  cost  for  PAA 
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RECOMMENDED  POLICIES 
FMS  DEFINED-LINE  PROGRAMS 
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parts.  Use  of  BOEs  should  be  a special  privilege  to  minimize  a customer's 
costs  while  transitioning  to  CLSSA  operations.  BOE  customers  should  be 
permitted  to  penetrate  US  asset  levels  only  to  PR0T-1PD-H  level.  This 
policy  provides  the  customer  with  protection  from  procurement  turbulence 
but  still  protects  US  readiness  and  other  CLSSA  customers.  Figure  A-12 
shows  detailed  recommendations  for  BOEs. 

d.  Total  support  programs  should  be  developed  around  a weapon 
system.  Preparation  of  the  total  support  program  at  MSC  level  ensures 
the  maximum  US  technical  expertise  is  concentrated  on  the  program  to 
produce  a high-quality  product.  Considering  the  US  philosophy  of  "fighting 
a weapon  system,"  this  policy  provides  MSCs  with  a proper  level  of  visi- 
bility of  potential  IL  impacts  on  a weapon  system  to  ensure  the  quality 
of  US  support  is  not  degraded.  Visibility  of  an  IL  customer's  total 
Involvement  with  the  US  should,  however,  stay  with  the  USAILCOM  desk 
officer.  This  policy  provides  greater  financial  flexibility  to  the  IL 
customer  and  protects  US  financial  flexibility.  For  example,  an  IL  cus- 
tomer may  want  to  support  tactical  cargo  trucks  through  an  FMS  defined- 
line  replenishment  program  because  the  majority  of  the  simple  parts  can 
be  produced  in-country.  However,  the  same  IL  customer  may  have  to  support 
HAWK  missiles  with  a CLSSA  because  of  the  technical  complexity  of  the 
parts.  US  financial  flexibility  can  be  protected  by  providing  each  T' 
program  a distinct  set  of  case  identifiers  and  then  assigning  each  country 
a separate  case  number  for  each  weapon  system.  This  policy  facilitates 
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reimbursement  of  the  proper  MSC , permits  easy  Identification  of  the 
customer's  ordering  patterns  to  protect  US  budget  and  requirements  fore- 
casts from  turbulence,  and  provides  a reference  point  for  automated  checks 
before  asset  release. 

19.  The  Vehicles. 

a.  Three  vehicles  are  necessary  to  comprehensively  revise  IL 
support  program  policy  and  expedite  implementation.  These  vehicles 
include  an  expert  policy-making  panel,  a consolidated  policy  document, 
and  a standardized  procedural  guide. 

b.  ODCSLOG-DIL  should  immediately  establish  an  expert  IL  repair 
part  support  policy  panel  to  exploit  this  study.  Using  this  ESG  study 

as  a guide,  the  panel  should  review  each  IL  support  program  and  prepare 
revised  policy  statements  that  can  be  realistically  implemented.  Panel 
membership  should  include  representatives  from  the  ODCSLOG  IL  and  US 
supply  directorates,  USAILCOM  IL  policy  offices,  DARCOM  secondary  items 
management  offices,  select  MSC  material  management  and  IL  directorate 
members,  ALMSA  system  designers.  Central  Integrated  Systems  International 
Logistics  (CISIL)  system  designers,  and  an  Inventory  Research  Office 
member.  Comptroller  representatives  should  be  present  to  advise  the 
ODCSLOG  program  managers  on  legal  matters  and  ensure  audit  trails  are 
adequate.  The  panel  must  be  action-oriented  and  technically  self- 
confident  to  permit  policy  publication  with  an  absolute  minimum  of 
additional  staffing.  After  initial  policy  revisions  the  panel  should 
be  disbanded.  However,  if  the  panel  proves  an  effective  method  of 
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expediting  IL  policy-making,  it  should  meet  semiannually  to  revise  and 
improve/correct  IL  support  policy. 


I 


c.  The  natural  product  of  an  action-oriented  expert  policy- 
making panel  would  be  a consolidated  policy  document  maintained  by 
ODCSLOG-DIL.  Guidance  centralized  in  the  DOD  MASM  (Military  Assistance 
Sales  Manual)  could  be  tailored  for  US  Army  use  in  an  AMASM  without  the 
repetitious  "boiler  plate"  sections  found  in  ARs.  Basic  statements  on 
program  objective,  requirements  determination,  asset  management,  finan- 
cial management,  and  performance  measurement  would  be  consolidated  making 
it  virtually  impossible  to  change  one  policy  element  without  realizing 
the  impact  on  another.  Designating  the  AMASM  a regulation  would  elim- 
inate the  need  for  both  an  ODCSLOG-  and  DARCOM-level  regulation,  thus 
saving  time  and  effort.  Contractor  effort  expended  to  date  by  SNYOPTICS 
would  not  be  wasted.  SYNOPTICS  provided  the  valuable  service  of  untan- 
gling and  updating  many  FMS  policies.  Therefore,  this  ESG  study,  the 
SYNOPTICS  products,  and  the  decisions  of  the  expert  policy  panel  could 

be  easily  restructured  into  an  effective  AMASM.  An  important  benefit  of 
creating  an  AMASM  is  the  reestablishment  of  the  program  manager's  domi- 
nance over  the  Comptroller. 

d.  USAILCOM  would  be  responsible  for  publishing  the  IL  support 
program  standardized  procedural  guide.  Procedures  should  be  oriented 
towards  creating  total  support  programs  on  a weapon  system  basis.  Criti- 
cal procedures  should  have  built-in  or  periodic  checks.  For  example. 


II 

u 
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periodic  confirmation  of  1L  inventory  quantities  loaded  in  RDES  must  be 
conducted.  Expedited  publication  will  be  possible  because  the  policy- 
making panel  will  have  ensured  all  policies  are  implementable . The  pro- 
cedural guide  should  extract  the  best  portions  of  the  USAF  FMS  management 
plan  concept,  the  ALMC  study  on  MSC  1L  organization,  and  the  USAILCOM 
desk  officer's  guide. 

(1)  The  FMS  management  plan  concept  was  developed  by  Northrop 

Aircraft  Corporation  under  a USAF  contract.  It  is  a simple  two- level 
adaptation  of  reverse  planning  to  establish  the  latest  date  an  equipment 
sale  may  be  made  to  ensure  support  is  available  when  end  items  are 
delivered.  The  first-level  adaptation  provides  an  executive- level  manage- 
ment plan  with  a simplified  time-scaled  milestone  chart  for  control 
purposes.  Figure  A-13  is  an  adaptation  of  the  USAF  executive-level  chart. 
The  second-level  adaptation  provides  a detailed  management  plan  with  a 
detailed  activity  schedule  for  use  by  case  managers  at  the  MSC  and 
USAILCOM  level  (see  Figure  A-14).  (41) (42) 

(2)  The  ALMC  study  on  MSC  IL  organization  includes  an  IL 
responsibility  assignment  grid.  Incorporating  this  grid  into  the  new 
standard  procedural  guide  would  facilitate  future  coordination  and  infor- 
mation exchange.  In  addition,  the  grid  would  make  it  almost  impossible 
to  change  any  procedure  without  immediately  realizing  the  impact  it 
would  have  on  other  offices.  At  the  end  of  the  ALMC  study,  a lengthy 
list  of  reports  and  regulations  dealing  with  IL  is  compiled.  Whenever 
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EXECUTIVE-LEVEL  MILESTONE  CHART  FOR  FMS  MANAGEMENT  PLAN 


REQUEST 

LOR 


SUPPORT 
PROS  MCT 
CORF, 
(DECISION 
MADE  ON 
IL  PROS 
TO  RE 
USED) 


CORF 

TO  DEFINE 
DETAILED 
SUPPORT 


LOA  PRES 
FOR  END 
ITEM,  AND 
ALL  PARTS 
SUPPORT 


LOAs 

ACCEPTED 


PROS 
REVIEWS 
AS  RQR 


END  ITEM 
CSP  A TRNC 
PARTS 
OFFERED 
FOR  DLVRT 


IN-COUNTRY 
DIVRV  OF 
MAT.  CLS£A 
FMSOl  AIK 
OF  US 
SUPPLY 
PIPELINE 
COMPLETE 


NOTE  1.  The  support  program  management  conference  (Milestone  2) 
is  designed  to  have  the  IL  customer  select  the  type  of  support 
programs  on  which  a total  country  support  program  for  the  weapon 
system  will  be  developed.  For  example,  the  IL  customer  will 
agree  in  concept  that  a CSP  plus  a CLSSA  will  be  used. 

NOTE  2.  The  conference  (Milestone  3)  charges  IL  customer  and 
M SC  technical  representatives  with  developing  case  specifics. 

NOTE  3.  Cases  must  be  constructed  to  permit  immediate  execu- 
tion of  long  leadtime  part  procurement  when  the  contract  is 
signed  (Milestone  5). 


Figure  A-13 
A- 64 
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possible,  items  on  that  list  should  he  replaced  by  the  standard  procedural 
guide  and  the  AMASM.  It  is  expected  this  list  could  be  decimated. 
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V.  CONCLUSIONS  AND  RECOMMENDATIONS 

20.  Conclusions . 

a.  IL  repair  part  sales  have  had  adverse  impacts  on  repair 
part  support  to  US  forces.  Impact  severity,  although  not  serious  enough 
to  reduce  US  readiness,  decreased  US  readiness  improvement  rates. 

b.  IL  repair  part  sales  have  caused  adverse  impacts  on  support 

to  US  forces  in  three  ways.  First,  US  assets  have  been  prematurely 
released.  Second,  US  financial  flexibility  in  material  management  pro- 
cesses has  been  restricted.  Third,  turbulent  IL  demand  patterns  have  dis- 
rupted US  requirements  forecasts  and  diverted  management  attention  from  < 

general  supply  system  activities  to  IL-peculiar  "firefighting."  Impact 
intensity  varies  significantly  between  MSCs. 

c.  Present  DARCOM  and  USAILCOM  management  indicators  cannot 
directly  identify  IL  impacts  on  the  US  supply  system.  In  order  to  iden- 
tify IL  impacts,  it  was  necessary  for  ESG  to  develop  special  indicators 
and  indexes  which  generated  visibility  by  fund  category  of  IL  activity 
in  the  US  supply  system. 

d.  IL  support  program  management  must  Improve  before  adverse 
IL  impacts  on  support  to  US  forces  can  be  stopped.  Areas  requiring 
improvement  include  IL  support  program  designs,  functional  responsibility 


> 
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assignments,  and  management  Information.  These  Improvements  can  be  accom- 
plished using  existing  resources. 

21.  Recommendations . 

a.  IL  programs  and  functional  responsibility  assignments  should 
be  revised  as  soon  as  possible.  Revisions  should  be  accomplished  as 
described  lr.  Section  IV  of  this  annex.  MSAs  should  be  evaluated  as  indi- 
cated in  paragraph  12,  page  A-42. 

b.  ODCSLOG  should  conduct  management  reviews  using  the  ESG 
special  indicators  for  a 1-year  trial  period.  Examining  supply  system 
demand  and  performance  data  on  a fund  category  basis  will  provide  more 
management  insights  into  MSC  operations  than  the  present  method  of  rolling 
up  all  funds.  Periodic  reviews  of  all  customer  programs,  IL,  and  other 

US  customers  should  be  conducted  to  determine  if  any  customer  program 
adversely  impacts  on  the  US  Army  direct  program. 

c.  CDS  programs  should  be  revised  as  indicated  in  Appendix  A-3. 
Since  CDS  is  a perfectly  acceptable  method  for  IL  customers  to  obtain 
repair  part  support,  it  should  be  routinely  included  in  total  support 
program  planning. 
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US  REPAIR  PART  PROGRAM  CONCEPTS  DESCRIBED 
FOR  NONLOGISTICIANS 


Purpose  A-l-2 

Scope  A-l-2 

The  Military  Standard  Supply  System — How  Can 

All  Services  Successfully  Use  the  Same  System?  A-l-2 

Requirements  Determination — How  Many  Parts 

Are  Needed?  A-l-4 

Budgeting — How  Much  Money  Is  Needed?  A-l-1 6 

Management  Intensity — Where  Should  We  Concentrate 

Our  Efforts?  A-l-19 

The  Commodity  Coimnand  Standard  System  (CCSS) — How 

Does  the  Computer  Support  the  Supply  System?  A-l-28 

The  Impact  of  Time  on  Requirements  Determination  A-l-7 

Initial  Provisioning  Requirements  Determination  A-l-10 

Replenishment  Requirements  Objective  and  Total 

Requirement  Determination  A-l-11 

Typical  Positive  US  Army  Logistics  Activities  A-l-14 

The  Army  Stock  Fund  (ASF)  A-l-18 

Stratification  of  Procurement  Appropriations 

Budgets  A-l-18 

US  Army  Supply  System  Management  Hierarchy  A-l-20 

Requisition  Life  Cycle  A-l-23 

Issue  Priority  Designators  A-l-2 5 

Permitted  Customer  Penetrations  of  General 

Purpose  Assets  A-l-26 

CCSS  Key  Functional  Features  A-l-29 
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1.  Purpose.  This  appendix  describes  basic  US  repair  part  program 


concepts  so  that  nonlogistician  planners  can  better  understand  how 
various  actions  affect  US  supply  system  performance. 

2.  Scope.  Requirements  determination  is  described  and  established 
as  the  critical  supply  system  activity.  Organizational  design,  manage- 
rial hierarchy,  management  indicators,  and  computer  assistance  are  dis- 
cussed to  demonstrate  how  adequate  levels  of  management  Intensity  are 
focused  on  select  repair  parts. 

3.  The  Military  Standard  Supply  System — How  Can  All  Services  Success- 
fully Use  the  Same  System? 

a.  The  US  Army  supply  system  is  not  unique.  It  is  an  element 
integrated  into  a military  standard  supply  system.  By  applying  the  same 
operational  rules,  an  infinite  number  of  customers — either  US  mili- 
tary services  or  foreign — can  use  the  same  supply  system  with  equal 
effectiveness.  This  is  possible  because  each  customer  shares  the  common 
goal  of  providing  maximum  military  effectiveness  at  minimum  cost. 

During  the  past  25  years  technological  advances 
have  Influenced  all  logistics  systems  development 
significantly.  Along  with  these  developments,  impor- 
tant policy  and  procedural  changes  have  occurred  in 
management  of  the  Defense  effort  of  the  United  States. 

Military  logistics  has  been  in  an  evolutionary 
process  since  World  War  II.  The  development  of  new 
management  strategies  has  resulted  in  many  actions 
to  centralize  common  supply  functions  and  to  Improve 
and  standardize  supply  procedures  and  practices. 

Standardization  and  automation  have  resulted  in  a 
better  capacity  for  a joint  response  in  military 
operations  and  an  improved  overall  state  of  combat 
readiness. 
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The  trend  in  supply  management  has  been  direc- 
ted toward  integration  of  operations.  First,  there 
was  coordinated  procurement  and  interservice  supply 
support;  next,  there  was  the  single  manager  con- 
cept; and  then  the  establishment  of  a unified  supply 
and  services  activity — the  Defense  Supply  Agency 
(DSA) . These  incremental  improvements  in  the 
Defense  supply  system  have  evolved  into  the  concept 
of  integrated  materiel  management. 

These  developments  are  making  it  possible  to 
eliminate  long  pipelines,  many  depots,  and  large 
stocks  of  supplies  in  overseas  areas.  The  use  of 
scientific  management  techniques  applied  to  pro- 
curement, inventory  management,  maintenance  and 
other  related  functions  is  enabling  the  Depart- 
ment of  Defense  (DoD)  to  procure  better  equip- 
ment, and  to  distribute  and  maintain  it  with  a 
higher  degree  of  proficiency  and  at  compara- 
tively lower  costs.  Continual  management  atten- 
tion is  being  directed  toward  Increasing  the 
effectiveness  and  responsiveness  of  the  DoD 
supply  system  to  meet  the  materiel  readiness 
objectives  of  the  Military  Services.  (36) 

b.  Maximum  military  effectiveness  depends  on  having  equipment 
on  hand  (i.e.,  end  item  requirements  determination)  and  operating  (i.e. , 
repair  part  requirement  determination)  at  the  right  time.  Repair  parts 
generate  roughly  20  percent  of  DA  procurement  costs  but  constitute  over 
80  percent  of  the  supply  line  items  managed  and  over  85  percent  of  the 
depot  system  workload.  Procedural  standardization  is  the  only  viable 
method  of  facing  such  a management  challenge.  (88) (129) 
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4.  Requirements  Determination — How  Many  Parts  Are  Needed? 


a.  Requirements  determination  is  the  heart  of  the  supply  func- 
tion. Requirements  for  each  repair  part  program  can  be  described  explic- 
itly. Total  requirements  are  calculated  (i.e.,  forecasted)  by  multiply- 
ing program  demand  rates  by  program  magnitude  and  are  restrained  by  real 
time  considerations.  Requirement  calculations  justify  funding  programs 
at  specific  levels  in  the  DA  budget.  (54) 

b.  All  repair  part  support  programs  can  be  stratified  in  one 
of  three  requirement  determination  categories:  initial  provisioning, 
replenishment,  and  special  requirements.  To  meet  the  supply  system 
objective  of  fully  supporting  every  weapon  system,  the  programs  in  each 
category  are  designed  to  be  complementary.  Initial  provisioning  should 
fill  a supply  "pipeline"  from  user  to  wholesaler.  The  pipeline  is 
"filled"  by  determining  the  stockage  of  repair  parts  required  at  user, 
retail  supply  level  (i.e.,  direct  support  unit/general  support  unit 
(DSU/GSU) , Intermediate  supply  level  (i.e.,  overseas  depot),  and  the 
backup  on-hand  and  on-order  quantity  required  at  wholesale  level  (i.e., 
national  Inventory  control  point  (NICP) /commodity  command).  Projected 
replenishment  requirements  keep  the  pipeline  filled  and  automatically 
adjusted  in  size  by  reacting  to  daily  field  unit  operations.  Special 
requirement  determinations  satisfy  the  needs  of  specific  projects  (e.g., 
war  reserve  stocks,  current  USAREUR  M60/M60A1  exchange  program)  and  thus 
are  "additive"  to  normal  replenishment  requirements. 
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c.  Demand  rates  are  described  as  quantities  of  repair  parts 
required  per  month(s).  Engineered  estimates  of  demands  (e.g.,  parts  per 
100  failing  in  12  months)  are  called  maintenance  factors  and  are  used 
until  about  2 years  of  real  demand  history  is  collected.  Field  unit 
average  monthly  demand  (AMD)  and  depot  maintenance  overhaul  factors 
(e.g.,  parts  required  per  100  vehicles  of  annual  program)  are  developed 
from  the  historical  data  and  used  to  estimate  future  needs.  (51) (54) 

(1)  Equipment  usage  rates,  terrain,  climate,  and  operator 
and  mechanic  training  influence  demand  rates.  Supply  managers  can  justi- 
fiably practice  "benign  neglect"  towards  such  variables  until  an  exception 
creates  a need  for  more  intensive  managem~?>t . This  is  because  collect- 
ing data  on  such  variables  is  so  expensive  in  instrumentation  and 
reporting  costs  and  because  any  particular  variable  effect  on  AMD  is 
dampened  as  equipment  inventories  increase. 

(2)  The  AMD  represents  demands  generated  in  "recurring" 
field  operations.  Only  demands  coded  by  field  users  as  "recurring"  are 
counted.  "Nonrecurring"  demands  generated  from  stock  level  changes, 
equipment  modifications,  and  additional  equipment  deployments  are  counted 
separately  and  considered  "additive"  to  replenishment  requirements  calcu- 
lated on  an  AMD  basis.  Depot  maintenance  requirements  are  a slight  excep- 
tion because  of  differences  in  depot  and  field  unit  environments.  Depot 
demands,  although  "recurring"  In  depot  programs,  are  coded  "nonrecurring" 
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and  are  not  counted  In  the  AMD.  Annual  depot  requirements  are  calculated 
separately  to  support  this  special  program  (i.e.,  depot  repair  parts 
explosion).  (54) 

d.  Program  magnitude  is  stated  In  terms  of  equipment  inven- 
tory supported.  A program  increase  from  1,000  to  1,100  inventory  units 
generates  a program  change  factor  (PCF)  of  1.1  and  justifies  funding  a 
10  percent  requirement  increase.  After  a new  AMD  for  1,100  vehicles  is 
established,  the  PCF  returns  to  1.0.  As  the  size  of  the  supported 
inventory  increases,  the  PCF  has  less  significance  and  approaches  1.0 
permanently.  The  PCF,  as  the  AMD,  is  historically  based.  Thus,  the 
1,000-vehicle  inventory  denominator  represents  the  average  inventory 
which  existed  when  the  AMD  was  established.  Field  inventory  increases 
are,  therefore,  added  to  the  PCF  numerator  at  the  time  the  additional 
Inventory  is  fielded.  By  regulation,  the  PCF  must  be  updated  annually. 

In  practice,  it  is  updated  before  every  requirement  determination  for 
Intensively  managed  items. 

e.  The  time  it  takes  to  bring  a repair  part  to  a user  dictates 
when  a requirement  determination  must  be  made  and  funded  to  ensure  repair 
part  delivery  on  or  about  a desired  date.  Activity  durations  used  in 
calculating  requirement  determinations  are  based  on  historical  records. 
They  reflect  a best  estimate  of  future  activity  durations.  A short 
example  will  best  describe  how  time  restrains  requirement  determinations 
(Figure  A-l-1) . 
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THE  IMPACT  OF  TIME  ON  REQUIREMENTS  DETERMINATION 


Admin  Ti 


4.75  mo 


Production  Tin 
+ 25  mo 


b/ 


Shipping  Time^ 


.75 


30.5 


a/  Includes  time  to  determine  requirements,  process  requisition, 
and  let  a contract. 

b/  Includes  time  to  buy  material,  "tool-up,"  manufacture,  and 
deliver  to  the  depot. 

c/  Includes  time  to  move  from  depot,  through  all  subordinate  units, 
to  the  user. 


EXAMPLE  CALCULATIONS: 

Basic  Requirement: 

30.5  mo  ♦ 11  mo/part  « 2.77  parts  required. 

Unrestrained  procurement  case — 3 parts  purchased : 

.23  parts  excess  x 11  mo/part  * 2.5  mo  safety  level. 

Restrained  'rocurement  case — 2 parts  purchased : 

.77  parts  short  x 11  mo/part  « 8.5  mo  of  deadline. 

30.5  - 8.5  mo  of  deadline  „ 72X  operational  readiness 

30.5  max  available  mo 

Figure  A-l-1 
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(1)  In  an  ideal  case,  it  takes  30.5  months  to  deliver  an 


essential  part  which  fails  once  every  30.5  months.  Based  on  a deploy- 
ment decision  made  30.5  months  ago,  the  end  item  and  an  initial  stock  of 
one  part  are  made  available  on  the  same  day.  When  the  on-vehicle  part 
fails,  the  spare  is  put  on,  and  a replenishment  order  is  placed.  Exactly 
30.5  months  later — when  the  part  falls  again — the  replenishment  part  is 
delivered,  and  the  replenishment  cycle  continues. 

(2)  Now  consider  the  case  of  a part  which  has  a failure 
interval  (l.e.,  demand  rate)  of  once  every  11  months  but  still  requires 
30.5  months  for  delivery.  To  guarantee  uninterrupted  parts  availability 
(i.e.,  100  percent  equipment  operational  readiness),  three  parts  must  be 
on  hand  or  on  order.  Fulfilling  a requirement  of  three  establishes  a 
2.5-month  safety  level  to  protect  against  demand  fluctuations.  Demand 
fluctuations  may  be  expected  because  the  demand  rate  was  only  a "best 
estimate."  If  only  two  parts  can  be  funded,  the  vehicle  could  remain 
deadlined  for  8.5  months  at  the  degradation  of  military  effectiveness 
(l.e.,  72  percent  operational  readiness). 

(3)  The  total  requirement  is  equal  to  the  monthly  demand 
rate  per  program  multiplied  by  the  number  of  months  required  for  delivery 
and  increased  or  decreased  by  changes  in  program  size.  The  requirement 
estimate  can  be  made  more  accurate  by  recalculating  it  at  ever  decreas- 
ing Intervals  and  correcting  the  resultant  procurement  actions.  Shortages 
(l.e.,  "short  supply")  can  be  partially  prevented  by  expediting  admin- 
istrative, production,  or  shipping  activities.  Overages  (l.e.,  "long 
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supply")  can  be  partially  prevented  by  cancelling  procurement  contracts 
These  efforts  are  all  directed  at  prudently  minimizing  supply  system 
expenditures. 
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f.  Initial  provisioning  requirement  determinations  formally 
define  a worldwide  provisioning  quantity  (Figure  A-l-2).  Deployment 
is  prohibited  until  90  percent  of  required  operating  stocks  are  on  hand. 
This  permits  a smooth  introduction  of  equipment  into  the  field.  After 
deployment,  replenishment  requirement  determinations  based  on  a require- 
ments objective  become  dominant  (Figure  A-l-3) . (51) 

(1)  The  core  of  the  requirements  objective  is  the  wholesale 
level  replenishment  requirement  and  safety  level  established  during 
initial  provisioning.  A a the  MSC  collects  historical  data  on  a weapon 
system,  the  WLRR  and  SL  are  converted  into  the  replenishment  PCLTR,  RCYR, 
and  VSL;  a PCR  is  developed;  and  an  RDTR  is  administratively  added.  The 
actual  transition  to  full  replenishment  operations  is  subtle.  It  depends 
on  the  severity  of  problems  encountered  while  the  weapon  system  is  being 
fielded. 

(2)  The  total  requirements  objective  is  automatically 
adjusted  due  to  changes  in  field  operation  trends  (i.e.,  AMI'  changes), 
small  additional  deployments  (i.e.,  PCF  changes),  or  administrative/ 
production  time  changes  (i.e.,  requirements  objective  (RO)  time  increment 
changes).  This  computation  method  minimizes  supply  costs  by  not  increasing 
purchases  until  a need  is  historically  established.  The  US  Army  has  con- 
sciously accepted  this  operational  risk. 
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INITIAL  PROVISIONING  REQUIREMENTS  DETERMINATION  (35) 


Worldwide  Provisioning 
Objective 

OTHER 

SPECIAL 

REQUIREMENTS 


AUTHORIZED 

OPERATING 

QUANTITY 

(AOQ) 


INITIAL 

ISSUE 

QUANTITY 

(HQ) 


WHOLESALE 

LEVEL 

REPLENISHMENT 

REQUIREMENT*' 

(WLRR) 


SAFETY 

LEVEL 

(SL) 


PROTECTABLE 
WAR  RESERVE 
MATERIAL 
OBJECTIVE 
(PWRMO) 


Remarks 


. Provides  for  special  explicitly  defined 
demands . 


. Provides  initial  operating  stock  to  the 
user. 

. AOQ  (initial  operating  stock  quantity 
in  months)  x (demand  rate)  x (support 
program) . 


. Provides  initial  stockage  to  all  inter- 
mediate and  retail  level  stockage  points. 

. IIQ  (order-ship  time  to  bring  part 
forward  from  wholesale  level)  x (demand 
rate)  x (support  program) . 

. Provides  on-hand  and  on-order  wholesale 
level  backup  stocks 

. For  consumable  parts,  this  is  equal  to 
the  replenishment  procurement  cycle 
leadtime  requirement  (PCLTR) . 

. For  reparable  parts,  this  is  equal  to 
the  replenishment  repair  cycle  require- 
ment (RCYR) . 

. Objective  of  requirement  is  to  prevent 
minor  interruptions  of  replenishment 
caused  by  demand  fluctuations. 

. SL  - (safety  level  in  months)  x (demand 
rate)  x (support  program) . 


. See  CAA  study  reference.  (89) 

. This  quantity  is  not  pertinent  to  this 
study. 


i 

\ 

| 


a/  This  quantity  is  procured  for  the  initially  programed  equip- 
ment deployment  and  for  additional  deployments  in  excess  of  25  percent 
of  the  original  program. 


Figure  A-l-2 
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REPLENISHMENT  REQUIREMENTS  OBJECTIVE  AND  TOTAL 
REQUIREMENT  DETERMINATION  (54) 


Total  Raqulraaent  * (Requirement*  Objective  + Additive  Require- 
ments) - (As eat*  On  Hand  or  Due  In  Proa  Previous  Buys/Rspalrs) 


OTHER  . Satisfies  "other"  daaands  generated  froa  non - 

ADDITIVE  recurring  daaands  connected  with  dally  opera- 

REQUIREMENTS  tions,  special  prograaa,  or  aaall  additional 

equipaent  deployaents. 

Requlreasnt*  Objective  Level  for  Raplenlahaant 


PROCUREMENT 

CYCLE 

REQUIREMENT 

(PCR) 


. Satisfies  deaands  expected  between  procuraasnt 
actions.  Baaed  on  econoalc  order  quantity 
(EOQ) . 

. PCR  “ (EOQ  in  aonths)  x (deaand  rate)  x prograa 
change  factor  (PCF) . 


Reorder  Point  Level 


PROCUREMEMT 

CYCLE 

LEADTIME 

REQUIREMENT 

(PCLTR) 

and/or 

REPAIR  CYCLE 
REQUIREMENT 
(RCYR) 


REQUIREMENT 

DETERMINATION 

TIME 

REQUIREMENT 

(RDTR) 


VARIABLE 

SAFETY 

LEVEL 

(VSL) 


PROTECTABLE 
WAR  RESERVE 
MATERIAL 
OBJECTIVE 
(PVRMO) 


Satisfies  deaands  expected  between  tlae  necessary 
to  adalnlatratlvely  let  contract  (ALT)  and  con- 
tractor production  lead  Cine  (PL T) . 

PCLTR  ■ (ALT  + PLT)  x (deaand  rate)  x PCF. 

For  reparable  parts,  this  lncreaent  Is  divided 
in  a PCLTR  for  new  parts  and  an  RCYR  based  on 
repair  tines  to  get  "fixed”  parts. 


Satisfies  forecasted  deaand  between  tlae 
reorder  point  Is  reached  and  procureaant  work 
directive  is  Issued  (RDT). 

RDTR  - RDT  x (deaand  rate)  x PCF. 

RDT  cannot  exceed  7 days  for  buys  baaed  on 
computer  decision  and  15  daya  based  on  manual 
human  decision  process. 


May  be  Increased  based  on  coabat  essentiality 
of  ltea.  Sae  Figure  4-6,  AR  710-1. 

Described  In  aonths  of  supply. 


See  CAA  study  reference.  (89) 

This  quantity  Is  not  pertinent  to  thla  study. 


Figure  A- 1-3 
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(3)  Small  nonrecurring  demands  (e.g.,  operating  stock  level 
changes)  are  absorbed  within  the  requirements  objective.  The  US  Army  Is 
willing  to  accept  the  risk  that  small  "unprogramed"  nonrecurring  demands 
will  not  disrupt  the  "programed"  recurring  demand  forecast  since  It  Is 
based  only  on  a "best  estimate."  This  overall  policy  tends  to  keep  the 
US  Army  asset  position  "lean." 

(4)  Large  special  requirements  are  always  counted  as 
"additive"  to  the  requirements  objective.  This  results  in  a one-time 
increase  in  procurement. 

(5)  Total  procurement  quantities  are  shown  as  single 
numbers.  Incremental  requirements  caused  by  Individual  customers  lose 
identity  in  this  figure.  The  total  figure  is  stratified  again  only  for 
shipping  purposes  to  Identify  delivery  destinations  and  ownership 
purpose  code  groups  (i.e.,  depot  programs). 

g.  The  supply  manager  assigns  a procurement  priority  to  each 
"buy"  dec-sion  based  on  the  magnitude  of  the  requirement  objective  short- 
fall.  This  authorizes  the  procurement  agent  to  expedite  procurement. 
Previously  qualified  contractors  may  thus  be  used  in  lieu  of  long  compet- 
itive bid  procedures  with  first-item  quality  tests.  Expedited  procurement 
cannot,  however,  always  satisfy  demands.  While  AMD  is  increasing  fore- 
casted demands,  sudden  changes  in  field  operation  concepts  can  cause 
short-term  supply  shortages  which  will  justify  increased  future  funding. 


The  funding,  however,  is  based  on  Increased  demands  already  experienced. 
Thus,  If  Initial  provisioning  is  not  carefully  managed  and  if  planning 
for  field  operating  concepts  changes  does  not  consider  supply  system 
reaction  time,  "short  supply"  of  various  intensities  is  inevitable  even 
with  expedited  procurement. 

h.  Supply  managers  control  asset  distribution.  Most  assets 
are  placed  in  a large  general  purpose  account.  The  management  tools 
discussed  later  in  this  appendix  will  help  distribute  assets  to  the 
satisfaction  of  all  customers.  Special  customer  orders  may  be  shipped 
directly  from  vendor  to  customer.  The  supply  manager,  however,  has 
little  control  over  what  portion  of  procurement  is  applied  towards  the 
special  delivery.  The  first  and  last  articles  produced  have  an  almost 
equal  chance  of  being  applied  to  the  special  delivery. 

1.  Unexpected  demand  pattern  changes  invalidate  requirement 
determinations  and  can  result  in  degraded  military  effectiveness.  Many 
positive  DA  activities  strive  to  minimize  the  effects  of  demand  fluctua- 
tions (Figure  A-l-4)  and  defend  equipment  operational  readiness  rate 
stability.  There  is  no  defense,  however,  against  decisions  that  disrupt 
demand  patterns  by  causing  unprogramed  "early"  delivery  (i.e.,  less  than 
PCLTR)  of  repair  parts.  Early  deliveries  directly  violate  real  time 
restraints.  They  can  be  satisfied  only  by  diverting  assets  from  other 
programs.  The  resulting  degradation  in  military  effectiveness  is  not 
due  to  an  inadequate  production  base  but  to  the  violation  of  time 
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TYPICAL  POSITIVE  US  ARMY  LOGISTICS  ACTIVITIES^/ 


lasponslble 


Description 


Short-tarn  Iapacts: 

Unit  laadlnasa  Keport 
(SO) 

ODCSOPS/ 

ODCSLOG 

Monthly  report  reflecting  unit 
logistic  readiness  condition  In 
terms  of  equipment  on  hand  end 
serviceable. 

Material  Assistance 
Designator  (MAD) 
laport  (52) 

DAICOM 

Complements  unit  readiness  report. 

Units  provide  docrant  order  nua- 
ber  (DOM)  of  each  unfilled  requi- 
sition degrading  talt  readiness . 

Ona -month  and  Items  (DOKe)  are 
art  In.  One -month  repair  part 

DOMs  are  art  In. 

*- 

Iqulpaent  Operational 
laadlnasa  (56) 

ODCSLOG 

Quarterly  report  shoving  perert 
of  equlpasnt  operational  for 
period,  lessons  for  equlpmt 
being  non operational  are  strat- 
ified into  non  operational  for 
supply  (NOIS)  and  noao pa rational 
for  aalntananca  (NOW) . 

* 

Crranil  Logistics 

Ievlev  Tar 

Extended  (CUT!) 

ODCSLOG/ 

DAICOM 

On  request,  ter  will  help  reques- 
tor correct  operational  supply 
problems . 

Report  of  Supply 
Constraint 

DARCOH 

AR  710-2 

Army  commander  finding  Inadequate 
funds  on  hand  for  supplies  noti- 
fies the  next  higher  coMander. 

Within  2 days,  a solution  aust 
ba  provided  or  the  report  must  ba 
passed  higher.  Each  level  has 

2-day  suspense. 

lav  Equlpasnt 

Training  Tsar 

DAICOM 

Training  taaa  arrival  bafora  or 
vith  nav  aquipmt  to  train 

Sslsctsd  Its*  Manage-  DAICOM 
■ant  System  Extended 
(SDfS-X)  (71) 


operators  sod  mechanics. 

A as t hod  of  providing  high  manege - 
eent  Intensity  to  a supply  11ns. 
■very  transaction  Is  studlad. 
Worldwide  assets  era  coot  rolled 

oa  a dally  basis. 


lad  Tasa/Systsa 
Assessment  (107) 


NSC  and  Nalnt  Ngt  Ctr,  Lexington , 
XT  oust  asks  a detailed  annual 
evaluation  of  all  areas  affecting 
systaa  aupportablllty . MSC 
forauletes  corrsctlve  action 
plan. 


laliablllty.  Avail- 
ability, Maintain- 
ability, and  Depend- 
ability (KAM-D) 


Provides  anglnaarlng  laprove- 
aanta  to  aqulpaant.  Incraasas 
"as ant  las  batvaan  failure''  of 

parts  sad  systaa. 


Straaallnlag  of  USAMIW  logistics 
pipeline.  All  supplies  will  ba 
flown  froa  CONUS  to  retail  level 
reducing  ordar-shlp  tins  froa  60 
to  20  days. 


a/  These  typical  positive  DA  activities  reduce  supply  daaand 
fluctuation  and  stabilise  aqulpaant  operational  readiness  retail . 


Figure  A-l-4 
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restrictions.  A contractor  establishes  a plan  to  economically  satisfy 
the  requirements  DA  decides  to  fund.  Minor  requirement  changes  are  com- 
pensated for  by  varying  VSL,  PCLTR,  and  PCR  portions  of  the  requirements 
objective  (Figure  A-l-3)  to  the  mutual  advantage  of  DA  and  the  contractor. 
Major  changes  (e.g. , diverting  repair  parts  for  200  TOWs  in  1/2  normal 
availability  time)  cannot  physically  be  accomplished  without  asset  diver- 
sions. A contractor  cannot  be  expected  to  maintain  dormant  extra  capac- 
ity waiting  for  "special"  orders  without  charging  huge  surcharges  for  such 
a service. 

J.  Whenever  possible,  a repair  part  that  is  reparable  is 
fixed  and  returned  to  use.  Costs  to  fix  a part  are  much  less  than  to 
purchase  a new  one.  M1C0M  uses  a 90  percent  return  rate  of  nonoperatlonal 
"reparable"  repair  parts  as  a base  (i.e. , adjusted  to  a final  recovering 
quantity  based  on  a history  of  reparable  "washouts")  for  determining  how 
many  demands  can  be  satisfied  with  "fixed"  parts  Instead  of  new  parts. 
MIGOM  believes  using  a return  rate  of  less  than  90  percent  would  equate 
to  asking  US  taxpayers  to  fund  US  Army  inefficiencies.  If  a 90  percent 
return  rate  is  not  met,  future  repair  part  shortages  are  unavoidable 
unless  an  emergency  buy  of  new  parts  is  made.  MI COM  has  often  met 
the  90  percent  return  rate  by  refusing  to  issue  replacement  parts  unless 
evidence  is  received  that  an  Inoperable  part  was  recovered  and  is  being 
returned . 
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k.  Modification  of  current  requirement  determination  procedures 
is  under  study  for  the  IRO  of  the  US  Army  ALMC.  The  modified  procedures 
introduce  more  detail  into  initial  provisioning  calculations  and  a more 
sophisticated  mathematical  weighting  and  curve  smoothing  technique  in 

I 

replenishment  calculations.  In  neither  case,  however,  are  the  basic 
parameters  changed.  Anticipated  cost  savings  generated  by  these  pro- 
cedural changes  were  $1.8  million  annually  on  a 10,000-part  sample. 

Managers  using  this  new  method  should  be  able  to  more  accurately  procure 
what  customers  want — preventing  the  commitment  of  limited  funds  to  the 
purchase  of  unneeded  assets.  (110) (111) 

5.  Budgeting — How  Much  Money  Is  Needed? 

a.  Three  categories  of  funds  are  used  to  provide  assets  required 
for  each  program.  MSCs  need  Army  Stock  Fund  (ASF)  and  Procurement  Appro- 
priations, Army  (PAA)  for  secondary  items  to  buy  new  parts  or  pay  contrac- 
tors to  "fix"  parts.  Depot  Support  Command  (DESCOM) , another  DARCOM 
subordinate  command,  uses  operation  and  maintenance.  Army  (O&MA)  funds 

to  operate  depot  overhaul  programs.  ASF  and  PAA  funds  are  used  to  provide 
the  repair  parts  to  the  depot  overhaul  programs.  O&MA  funds  are  used  to 
hire  workers  and  operate  the  plant.  All  budgets  go  through  DARCOM  to 
ODCSLOG  where  a complete  DA  supply  budget  is  prepared. 

b.  Budget  stratifications  for  repair  parts  are  based  on  the 
value  of  total  assets  required  minus  the  value  of  assets  on  hand  and 

II 

minus  the  value  of  required  assets  for  which  reimbursement  from  non-Army  - ) 
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customers  will  be  received  (e.g.,  other  US  services,  FMS) . The  resulting 
net  value  describes  the  budgeted  amount.  The  original  total  requirement 
value  is  developed  by  each  MSC  based  on  the  cumulative  value  of  all 
expected  demands.  The  value  of  demands  for  specific  parts  is  developed 
by  multiplying  the  number  of  parts  required  by  the  unit  price.  Each 
unit  price  is  a representative  price  for  the  parts.  Fund  requirements 
are  not  stratified  by  weapon  system.  (54) 

c.  DARCOM  designates  if  a part  is  ASF  or  PAA  funded.  Generally, 
ASF  parts  are  consumable  (l.e.,  not  reparable),  low-cost  items  and  PAA 
parts  are  reparable/recoverable  items  costing  in  excess  of  $1,000  each. 

d.  The  ASF  is  simply  a revolving  fund  of  constant  value.  At 
any  time,  ASF  value  is  described  by  the  total  worth  of  assets  and  cash 

on  hand  (Figure  A-l-5).  Inventory  turnover  rates  determine  how  successful 
a supply  manager  has  been  in  procuring  "wanted"  items.  If  items  will 
not  sell,  cash  will  not  be  available  to  procure  critically  needed  items. 
Each  MSC  prepares  an  ASF  budget  which  is  applied  as  equitably  as  possible 
across  all  MSC  requirements  regardless  of  weapon  system.  The  MSC 
obligates  "extra”  ASF  cash  above  their  budget  to  buy  parts  for  non-DA 
customers  using  obligation  authority  established  in  the  specific  customer 
order  program  from  which  the  customer  reimburses  DA. 

e.  PAA  secondary  item  funding  is  more  rigidly  controlled. 

Seventeen  separate  PAA  budgets  based  on  commodity  groups  are  prepared 
annually  (Figure  A-l-6) . By  lav,  funding  limits  may  not  be  exceeded  in 
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STRATIFICATION  OF  PROCUREMENT  APPROPRIATIONS  BUDGETS—^ 
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a/  Prepared  for  consolidation  into  total  DA  supply  budget, 
b / ARMCOM  ■ US  Army  Armaments  Command. 
cl  AVSCOM  » US  Army  Aviations  Command, 
d / TROSCOM  ■ US  Army  Troop  Support  Command. 
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any  group.  Specific  fund  redistribution  actions  are  required  to  reappor- 
tion funds  between  budgets  on  the  same  commodity  group  line.  PAA  funds 
cannot  be  used  to  buy  supplies  for  other  than  US  forces.  To  prevent 
law  violations,  each  non-DA  customer  requisition  is  processed  through 
an  MSC  customer  order  control  point  (COCP) . Customer  fund  availability 
is  checked  there  before  permission  is  granted  to  obligate  funds  against 
the  requisition.  This  positive  control  ensures  DA  is  reimbursed  for 
each  customer  order. 

6.  Management  Intensity — Where  Should  We  Concentrate  Our  Efforts? 
a.  Managing  repair  parts  programs  calculated  on  "best  estimates" 
of  future  demand  is  not  easy.  Repair  parts  are,  therefore,  managed  under 
a philosophy  of  selective  management  to  ensure  the  most  important  items 
(l.e.,  those  demanding  high  funding  levels  or  those  essential  to  weapon 
system  operation)  receive  the  most  Intensive  management.  This  is  accom- 
plished by  grouping  similar  supply  items  to  concentrate  technical  expertise 
and  avoid  duplication  of  effort  and  by  then  applying  an  appropriate 
level  of  management  Intensity  to  each  item  (Figure  A-l-7) . The  related 
DARCOM  organizational  design  decentralizes  decision  authority  thus 
minimizing  the  duration  of  damaging  time  delays  between  problem  discov- 
ery and  corrective  action.  Items  "migrate"  to  higher  or  lower  manage- 
ment intensity  groups  whenever  there  is  a change  in  type  or  quantity  of 
funding  or  combat  essentiality  coding.  As  a result,  an  item  is  intensively 
managed  all  the  time  if  justifiable  or  only  when  the  item  is  in  "trouble." 
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Level Description 

ODCSLOG — Supervises  development  of  Army  logistics  organi- 
zations, systems,  plans,  doctrine,  policies,  and  standards. 

The  DCSLOC  Is  a Lieutenant  General. 

2 DARCOM,  as  part  of  Its  material  readiness  function,  Is  respon- 
sible for  accomplishing  Inventory  management,  procurement, 
warehousing,  distribution,  etc.  In  addition,  DARCOM  Is  respon- 
sible for  the  effective  Interface  between  material  readiness 
functions  and  material  development  functions.  The  Comnander, 
DARCOM  Is  a General . The  deputy  director  for  each  main 
function  Is  a Lieutenant  General. 

3 Six  DARCOM  MSCs  are  responsible  for  weapon  system  readiness 
and  material  management  of  parts  In  distinct  Industrial 
commodity  groups  (e.g.,  ECOM,  MICOM,  TARCOM) . The  MSC  Com- 
mander is  a Major  General. 

4 Within  the  MSC,  Items  are  grouped  by  weapon  system  whenever 
possible  (e.g.,  improved  HAWK,  M60  tank  family,  etc.).  The 
grade  of  the  weapon  system  program  manager  ranges  from  Briga- 
dier General  to  GS-13.  depending  on  the  "combat  essentiality" 
of  the  system.  Actual  supply  management  Is  the  responsibility 
of  the  MSC  Director  of  Material  Management,  a Colonel. 

5a  At  operating  levels,  parts  are  first  grouped  by  type  of  funds 

required  (i.e.,  ASF  or  PAA)  and  then  grouped  as  shown  below: 


Supply  Management  Grouping  Designators  (SMGD) 


Designator 

Group 

Remark 

R 

Reparable  (depot  level) 

Identifies  parts  which  should 

C 

Consumable 

be  recovered  for  repair  or 
salvage. 

V 

Very  High  Dollar  Value 
(over  $500,000) 

Groups  parts  by  dollar  value 
of  supply  activity  Identifying 

H 

M 

L 

High  Dollar  Value  (over 
$50,000  up  to  $500,000) 
Medium  Dollar  Value  (over 
$5,000  and  up  to  $50,000) 

Low  Dollar  Value  ($5,000 
and  under) 

the  lowest  level  of  management 
Intensity  assignable. 

1 

Very  High  Management 
Intensity 

Groups  parts  by  combat  essen- 
tiality, security  classifica- 

2 

High  Management  Intensity 

tion,  temporary  stock  avail- 

3 

Medium  Management  Intensity 

ability  problem,  etc.,  possibly 

4 

Low  Management  Intensity 

raising  the  level  of  manage- 
ment  Intensity  assigned. 

(Figure  A-l-7  Continued  on  Next  Page) 
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Repai 

Supply  Management  Grouping  Designators  and  Codes  (SMGC) 

stable 

rable 

Dollar  Value 
Grouping 

Degree  of  Manage- 
ment Intensity 

Consu 

SMGD 

SMGC 

SMGD 

SMGC 

RV1 

A 

Very  High 

Very  High 

CV1 

M 

RV2 

B 

Very  High 

High 

CV2 

N 

RH1 

C 

High 

Very  High 

CHI 

P 

RH2 

D 

High 

High 

CH2 

Q 

RM1 

E 

Medium 

Very  High 

CM1 

R 

RM2 

F 

Medium 

High 

CM2 

S 

RM3 

G 

Medium 

Medium 

CM3 

T 

RL1 

H 

Low 

Very  High 

CL1 

U 

RL2 

J 

Low 

High 

CL2 

V 

RL3 

K 

Low 

Medium 

CL3 

W 

RL4 

L 

Low 

Low 

CL4 

X 

5b 

Within  a supply  management  group,  action  Is 

further  restricted 

by  type  and  dollar  value.  The  management  action  control 

chart  shown  below  is  used  at  MICOM.  Inventory  managers  range 

in  grade  from  GS-05  to  GS-11.  Low  management  intensity  items 

may  be  almost  100  percent  computer  managed. 

Approval-Procurement /Rebuild 

$200,000 

and  Up 

Director  of  Directorate  for 

Materiel  Management 

$ 75,001 

- $200,000 

Division  Chief 

$ 50,001 

- $ 75,000 

Branch  Chief 

$ 35,001 

- $ 50,000 

Section  Chief 

$ 10,001 

- $ 35,000 

Reviewer 

$ 0 

- $ 10,000 

Inventory  Manager 

Approval -Disposal/Excess  Retention 

More  than  $1,000,000 

Commander  or  Deputy  Commander 

$500,000 

- $1,000,000 

Director  of  Material  Management 

$200,000 

- $ 500,000 

Division  Chief 

$ 50,000 

- $ 200,000 

Branch  Chief 

$ 10,000 

- $ 50,000 

Section  Chief 

Less  Than  $10,000 

Reviewer 

•/ 

Managemei 

kt-level  identification  shown  here  is 

used  only  for 

clarity  in  this  figure.  It  la  not  a universal  supply  system  identifier. 
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Approximately  2 percent  of  all  repair  part  lines,  representing  77  percent 
of  repair  part  fund  expenditures,  are  assigned  very  high  or  high  manage- 
ment intensity  group  designators.  Considering  that  DA  manages  over 

I | 

300,000  repair  part  item  lines,  it  becomes  more  comprehensible  that  most 
material  management  problems  are  truly  "exceptions."  (88) (129) 

b.  Quick  review  of  a typical  requisition  life  cycle  diagram 
illustrates  the  intricacy  of  managing  the  support  of  an  entire  weapon 
system  (Figure  A-l-8) . (97) 

(1)  The  DARCOM  major  subordinate  command  (MSC) , with  over- 
all responsibility  for  development  and  support  of  a weapon  system, 
actually  manages  about  30  percent  of  the  system's  total  stocked  repair 
part  lines.  (Note:  A repair  part  must  qualify  for  stockage  on  an 
economic  or  essentiality  analysis  basis.)  Important  data  affecting 
requirement  terminations  must,  therefore,  be  accurately  transmitted  to 
other  MSCs  and  DSA/GSA  to  prevent  "short  supply"  conditions.  To  further 
complicate  matters,  items  managed  by  "other"  agencies  are  more  likely 
common  to  several  weapon  systems.  Therefore,  all  Involved  item  managers 
may  not  be  fully  aware  of  the  "sense  of  urgency"  the  responsible  MSC 

is  directing  to  support  a specific  weapon  system  in  "trouble." 

(2)  The  direct  support  system  (DSS)  being  Implemented  is 
designed  to  fill  more  requisitions  faster  from  area-oriented  depots 
(AODs)  supporting  specific  MACOMs.  Eventually,  DARCOM  plans  to  fill 
90  percent  of  all  MACOM  requisitions  from  the  related  AODs.  Savings 
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from  DSS  are  substantial.  In  the  associated  project  to  streamline 
support  to  USAREUR,  MODLOG  77,  average  repair  part  order-ship  time 
will  be  reduced  from  60  to  21  days  causing  a cost  savings  in  excess  of 
$20  million  annually. 

(3)  DSS  and  other  proposed  supply  system  economies  increase 
the  need  for  more  accurate  requirement  determinations.  As  repair  part 
stocks  between  wholesale  and  user  are  reduced,  there  is  less  "shock 
absorber"  stockage  which  item  managers  can  search  to  satisfy  emergency 
demands.  Each  incorrect  or  violated  wholesale  level  requirement  determi- 
nation resulting  it.  short  supply  will  be  quickly  reflected  in  lower  equip- 
ment operational  readiness  rates. 

c.  Force  activity  designators  (FADs)  are  assigned  by  ODCSOPS  in 
the  DA  Master  Priority  List  (DAMPL) . They  rank  MACOMs  in  order  of  impor- 
tance to  our  national  defense.  Each  MACOM  then  ranks  its  subordinate 
units  and  may  assign  lower  FADs.  Annually,  ODCSLOG  reviews  worldwide 
FAD  stratifications  and  subjectively  determines  if  field  unit  "impor- 
tance" can  be  discriminated.  Based  on  assigned  FAD,  unit  commanders 
decide  how  urgently  a part  is  needed.  This  process  determines  the  issue 
priority  designator  (IPD)  placed  on  the  requisition.  The  supply  manager 
uses  the  IPD  to  decide  which  requisitions  warrant  immediate  processing 
(Figure  A-l-9)  and  how  far  into  stocks  available  in  an  ownership  purpose 
code  the  customer  should  be  permitted  to  penetrate  (Figure  A-l-10) . In 
this  manner,  the  most  combat  essential  units  receive  the  best  service  in 
times  of  short  supply.  To  avoid  abuse  of  urgent  IPDs,  units  are  checked 
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a/  Mot  operationally  ready,  supply  (MORS):  Adding  a NORS  code  to  an  IPG1  requisition 
implies  that  lack  of  this  part  has  already  caused  a degradation  In  a unit's  ability  to 
accomplish  Its  Mission.  NORS  requisitions  are  processed  ahead  of  all  other  IPG1  requisitions 
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during  annual  inspections  (AGI)  to  ensure  that  no  more  than  25  percent  of 
requisitions  have  urgent  IPDs . Unless  large  numbers  of  units  have  their 
FADa  suddenly  changed,  as  occurred  when  all  Reserve  unit  FADs  were 
suddenly  changed  to  correspond  with  their  affiliated  Active  Army  units, 
FADs  will  have  little  short-term  impact  on  the  supply  system.  In  fact, 
the  ODCSLOG  annual  FAD  review  is  not  made  against  any  explicit  criteria 
(i.e.,  no  standard — such  as  no  more  than  20  percent  of  all  units  should 
be  FAD  I — is  used) . Large-scale  FAD  changes  are  potentially  disruptive 
because  the  sudden  increase  in  units  with  urgent  IPDs  "competitive"  for 
limited  assets  draws  stocks  to  zero  balance.  (84) 

d.  Supply  reconciliations  require  requesting  units  to  compare 
requisition  document  records  with  the  next  higher  supply  level  on  a 
monthly  basis.  This  procedure  "purifies"  supply  records.  If  a requi- 
sition is  lost  or  cancelled  at  a higher  level,  the  user  can  quickly 
submit  a new  requisition.  Similarly,  if  the  item  is  no  longer  needed, 
the  requisition  can  be  cancelled.  In  this  manner,  wholesale  level 
supply  managers  expend  effort  satisfying  only  valid  demands  and  are 
accurately  apprised  of  how  "Important"  a demand  is. 

e.  Preceding  paragraphs  establish  that  the  organizational  and 
management  hierarchy  design  of  the  US  Army  supply  system  should  permit 
focus  of  adequate  management  intensity  on  critical  items.  Decisions  to 
sustain  or  redirect  such  focus  are  activated  by  analysis  of  management 
indicators.  Proper  interpretation  of  indicators  depends  on  understanding 
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the  basic  concepts  and  parameters  of  the  measured  operation.  Basics  of 
the  supply  system  are  not  complex.  They  appear  so  because  each  operation 
is  repeated  several  million  times  annually  in  support  of  the  total  supply 
system.  Detailed  monthly  reviews  of  supply  performance  are  produced  in 
the  Military  Supply  Transportation  Evaluation  Procedures  (MILSTEP) . The 
four  principal  MILSTEP  evaluation  areas  are  demands  received,  demands 
requiring  manual  processing,  availability  analysis,  and  material  obliga- 
tion (i.e.  backorder)  analysis.  Each  area  is  stratified  by  type  of 
funds  (i.e.,  ASF  or  PAA  secondary)  and  customer  (i.e.,  Army  CONUS,  Army 
IL  Program,  etc).  Within  the  last  year,  some  information  on  a weapon 
system  basis  has  been  made  available. 

7.  The  Commodity  Co™|U»nd  Standard  System  (CCSS) — How  Does  the 
Computer  Support  the  Supply  System? 

a.  CCSS  is  one  of  the  largest  ADP  system  development  efforts 
ever  undertaken.  In  January  1977,  when  TARCOM  is  on-line,  the  initial 
phases  of  the  project  to  put  all  MSCs  on  CCSS  will  be  completed.  Although 
the  CCSS  is  amazingly  comprehensive,  it  remains  a dynamic  system  which 
is  constantly  expanded  and  improved.  Functional  operating  instructions 
for  system  changes  are  prepared  by  DARCOM.  The  Automated  Logistics 
Management  Systems  Agency  (ALMSA)  in  St.  Louis  writes  the  programs. 

MSCs  put  the  program  on-line  and  load  data.  Key  features  of  CCSS  related 
to  this  study  are  illustrated  in  Figure  A-l-11.  (98) 


CCSS  KEY  FUNCTIONAL  FEATURES 


CATALOGING: 

. Establishes  Initial  and  updated  parts  identification  in  all  files. 

PROVISIONING: 

. Generates  initial  "pipeline”  provisioning  repair  parts  and  special 
tool  lists. 

. Establishes  bulk  of  initial  master  data  record. 

SUPPLY  MANAGEMENT: 

. Determines  requirements  and  executes  buys  (in  some  cases)  for 
mobilization,  provisioning,  and  replenishment. 

. Prepares  DOD-required  budget  stratification,  including  price 
recomputations  for  apportionment  year  and  budget  year. 

. Recomputes  admin  and  procurement  leadtlmes  so  funds  and  asset 
requirements  will  be  married  at  the  correct  time. 

. Data  display  recommends  actions  to  item  manager  (l.e.,  buy  or 
dispose  of  excess). 

PROCUREMENT  & PRODUCTION: 

. Prepares  and  funds  procurement  work  directives. 

. Signals  item  manager  if  no  procurement  funds  are  available. 

. Provides  advanced  notice  of  procurement  action  to  buyers  and 
notifies  depots  of  future  deliveries. 

. Accepts  procurement  status  inquiries. 

STOCK  CONTROL: 

. Provides  requisition  control  for  asset  release  or  backorder 
establishment . 

. Conducts  physical  inventory  reconciliations. 

MAINTENANCE: 

. Establishes  parts  requirements  for  all  depot  maintenance  programs 
(l.e.,  depot  repair  parts  explosion). 

FINANCIAL  MANAGEMENT: 

. Maintains  ledgers,  executes  fund  certification,  controls  program 
funds,  bills  customers,  and  provides  financial  reports. 


Figure  A- 1-11 
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b.  All  data  pertinent  to  the  management  of  a specific  item  are 
consolidated  and  constantly  updated  in  the  national  stock  number  master 
data  record  (NSNMDR) . All  subroutine  operations  draw  base  data  from  the 
NSNMDR  and  then  update  appropriate  NSNMDR  sectors  so  the  latest  informa- 
tion is  always  on  record.  In  this  manner,  PLTs , prices,  demand  rates, 
and  stockage  records  are  kept  accurate. 

c.  The  requirements  determination  and  execution  system  (RDGS) 
within  CCSS  is  a powerful  tool  used  by  the  supply  managers  to  make  require- 
ment determinations.  Activated  automatically  by  demands,  RDES  runs  as 
often  as  necessary.  At  a minimum,  RDES  runs  monthly.  Generally  procure- 
ments occur  annually  for  low  management  intensity  items,  quarterly  for 
medium  intensity,  and  monthly  for  high  and  very  high  management  intensity 
items.  To  improve  the  quality  of  requirement  determinations  for  medium 
management  intensity  items,  four  customer  areas  can  be  discretely  defined. 
Fifteen  customer  areas  can  be  discretely  defined  for  high  and  very  high 
management  intensity  items.  Customer  discrimination  permits  requirement 
calculations  based  on  separate  demand  rates  and  program  identification 

for  USAREUR  or  CONUS  or  Individual  units  or  countries. 

(1)  Items  of  low  or  medium  management  intensity  need  never 
be  examined  by  humans  if  parameter  limits  have  been  properly  loaded  into 
computer  files.  RDES  automatically  determines  requirements,  decides  how 
much  to  buy,  produces  a procurement  work  directive  (PWD) , And  updates 
budget  forecasts.  Other  subroutines  ensure  the  PWD  is  funded  and  automat-^ 
lcally  sends  requests  for  bids  to  contractors.  If  exceptions  to  parameter 


limits  are  sensed,  the  action  is  pushed  off-line  for  a human  decision. 
Computer  "decisions"  are  fully  documentable  in  item  management  plan  print- 
outs which  can  be  called  at  any  time  for  audit.  Adequate  personal  atten- 
tion can  thus  be  given  to  management  of  items  that  have  migrated  to  high 
management  intensity  levels. 

(2)  The  manager  controls  RDES  output  by  "freezing"  param- 
eters such  as  PLT,  AMD,  the  PCF,  or  variables  in  the  equations  which 
calculate  VSL  and  EOQs.  Such  action  permits  the  manager  to  produce  a 
"corrected”  requirement  based  on  human  evaluation  of  the  impact  of 
future  events  such  as  fielding  an  engineering  improvement  which  will 
decrease  demand,  or  a change  in  field  operating  concepts  which  may  Increase 
demand.  The  degree  to  which  this  managerial  flexibility  is  exercised  is 
limited  only  by  the  personal  ability  and  motivation  of  the  responsible 
manager  or  the  foresight  of  high-level  planners.  After  reviewing  RDES 
output,  the  supply  manager,  using  personal  judgment,  may  further  change 
the  final  requirement  determination.  Changes  are  then  loaded  back  into 
the  computer  to  update  the  NSNMDR. 

d.  CCSS  provides  almost  unlimited  access  to  supply  management 
Information.  The  supply  manager  who  fully  appreciates  basic  supply  system 
concepts  can  design  as  extensive  an  array  of  management  Indicators  as 
desired.  Each  Indicator  may  be  measured  continuously  if  warranted,  or 
only  for  the  duration  of  a problem  period.  Lack  of  information  should 
never  be  "an  excuse." 
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1.  Purpose.  This  appendix  analyzes  logistics  management  indicators 


to  determine  if  IL  repair  part  programs  have  any  impact  on  repair  part 
support  to  US  forces. 

2.  Scope.  Indicator  categories  analyzed  include: 

a.  Readiness  of  units  and  equipment. 

b.  DARCOM  standard  management  indicators. 

c.  USAILCOM  standard  management  indicators. 

d.  Special  indicators  developed  by  ESG. 

3.  Background. 

a.  After  extensive  document  research  and  numerous  interviews, 
ESG  could  not  conclusively  determine  if  routine  IL  repair  part  sales 
caused  any  impacts  on  the  quality  of  repair  part  support  to  US  forces. 
Subjective  interview  comments  were  seldom  substantiated.  Most  comments 
fell  in  the  "popular  myths"  category. 

b.  The  apparent  lack  of  objective  data  on  which  to  base  IL 
impact  statements  led  ESG  to  question  the  value  of  current  management 
indicators.  ESG  thus  decided  to  review  these  indicators  and  recommend 
improvements  when  appropriate. 

4.  US  Readiness  Indicators. 

a.  IL  repair  part  sales  did  not  reduce  US  readiness.  US  readi- 
ness steadily  improved  from  FY  75  to  the  present.  Two  indicators 
independently  validate  this  finding.  One  is  the  Unit  Readiness  Report 
submitted  monthly  to  ODCSOPS  through  command  channels.  The  other  is 
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the  Equipment  Operational  Readiness  Trends  Report  (EOR)  submitted  to 
ODCSLOG  through  maintenance  channels. 

b.  A specific  Unit  Readiness  Report  category  deals  with  unit 
logistical  readiness.  The  category  stratifies  readiness  based  on 
equipment  on  hand  (EOH)  and  equipment  serviceability  (ES) . Poor  US 
repair  part  support  would  result  in  low  ES  ratings.  It  was  found  ES 
ratings  improved  steadily  since  late  FY  75  in  both  major  combat  and 
support  units.  Although  this  indicator  does  not  identify  if  IL  sales 
reduced  US  improvement  rates,  it  at  least  shows  IL  did  not  lower  US 
readiness  overall.  (50) 

(1)  Unit  readiness  report  quality  is  often  challenged  on 

grounds  that  "political  pressure"  is  exerted  on  commanders  to  report 
high  readiness.  As  a result  of  this  claim,  ODCSLOG  is  revising  the 
logistic  readiness  portion  of  this  report.  New  ES  reporting  criteria 
are  based  on  equipment  availability  over  a month  instead  of  the  current 
single-day  "snapshot"  base.  «j 

(2)  Readiness  ratings  are  classified.  They  are  not  pub- 
lished in  this  study.  Records  of  ratings  are  maintained  in  ODCSLOG. 

c.  EOR  indicate  equipment  availability  over  a 90-day  period. 

Nonavailable  time  is  charged  against  two  categories:  NORS  and  NORM. 

Since  this  report  is  completed  by  maintenance  personnel,  it  is  generally 
recognized  that  it  tends  to  inflate  NORS  rather  than  NORM. 

\ 
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Thus,  the  report  presents  a "worst  case"  supply  system  test.  Since  FY  75, 
EOR  and  NORS  scores  have  Improved  (see  Figure  A-2-1) . Although  this 
indicator  does  not  identify  if  IL  sales  reduced  US  EOR  improvement  rates, 
it  at  least  shows  IL  did  not  lower  US  readiness  overall.  (56) (80) 

d.  One  readiness  "popular  myth"  concerns  repair  part  support 
to  USAREUR.  Comments  have  been  made  that  USAREUR  receives  poor  support 
because  of  IL  sales.  There  is  no  evidence  to  validate  this  myth.  A 
well-developed,  comprehensive  study  of  the  matter  was  undertaken  by 
ODCSLOG  in  July  1976.  The  study  showed  only  12  of  502  requisitions 
identified  by  USAREUR  as  keeping  equipment  deadlined  had  reached  the  MSCs. 
Of  the  12,  9 were  filled,  2 were  on  backorder,  and  1 was  suspended  for 
supply  manager  action.  Logistic  Intelligence  File  (LIF)  records  indi- 
cated that  89  percent  of  USAREUR  NORS  requisitions  were  filled  at  that 
time.  Thus,  if  IL  was  indeed  depriving  USAREUR  of  repair  parts,  it  was 
minimal.  (102) 

5.  DARCOM  Management  Indicators.  DARCOM  indicators  are  based  on 
standard  MILSTEP.  MSC  MILSTEP  reports  are  rolled  up  at  DARCOM  and  used 
for  management  reviews  at  DARCOM  and  ODCSLOG  level.  IL  impacts  on  the  US 
supply  system  could  not  be  surfaced  in  a review  of  the  standard  DARCOM 
indicators.  Comments  on  select  indicators  are  shown  in  Figures  A-2-2 
through  A-2-7. 

6.  USAILCOM  Management  Indicators. 

a.  USAILCOM  standard  indicators  did  not  identify  any  IL  impacts 
on  US  force  repair  part  support.  (96) 
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EQUIPMENT  OPERATIONAL  READINESS  TRENDS*/ 
(Percent) 


THOUSANDS 


REQUISITIONS  RECEIVED 
(DARCOM  MONTHLY  AVERAGE) 


1973  1974  1975  1976  7T 

FISCAL  YEARS 


ESG  Comment:  IL  impact  not  evident.  US  DSS  program  caused 
requisition  rate  increase  over  same  period. 

Figure  A-2-2 
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PERCENT 


HIGH-PRIORITY  REQUISITION  RATE 
(DARCOM  AVERAGE) 


ESG  Comment:  IL  Impact  not  evident.  Comparing  this  indicator  to 
ODCSLOG  annual  FAD  stratification  review  and  JCS  IL  FAD  assignment 
shows  IL  probably  has  little  Impact.  FAD  data  are  classified  and 
kept  in  ODCSLOG.  (84) 

Figure  A-2-3 
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STOCK  AVAILABILITY  RATE 
(DARCOM  TOTAL) 


ESG  Comment : IL  impact  not  evident.  Accounting  "gl«d.cka" 
***rmdm  imdlcator  quality.  All  requisitions  off  line  for 
reviser  or  mot  immediately  due  are  counted  as  "filled,”  tkms 
Imraaa leg  availability  rate.  Compare  this  indicator  to 

backorder  data. 


Figure  A-2-5 
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SANDS 


BACKORDERS  OUTSTANDING 
(DARCOM  TOTAL) 


ESG  Consent:  IL  impact  not  evident.  Improvement  in  overall 
backorder  reductions  and  age  of  backorders  Indicates  at  least 
that  IL  did  not  degrade  US  supply  system  performance. 

Figure  A-2-6 
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b.  Few  USAILCOM  indicators  dealt  with  repair  part  programs. 


P 

US  and  IL  activities  are  not  compared  to  identify  when  one  impacts  on  the 
other.  USAILCOM  does  not  follow  the  MILSTEP  evaluation  procedures  used 
by  all  other  US  Army  logistics  elements. 

(1)  Two  repair  part  program  performance  indicators  are 
published  in  IL  Quarterly  Reviews.  One  is  CA,  FMS , and  CLSSA  quarterly 
supply  performance  (i.e.,  stock  availability).  The  FMS  chart  rolls  up 
CSP,  BOE,  and  other  defined-line  sales  data.  US  and  IL  supply  performance 
cannot  be  compared  to  determine  if  both  receive  equal  and  adequate  service 
because  IL  is  measured  differently  from  US  (i.e.,  US  uses  accounting 
"gimmicks";  IL  uses  90-day  basis).  The  other  indicator  reviews  Reports 

of  Item  Discrepancies  (ROIDS) . At  the  MSC-level,  ROIDS  are  stratified  by 
repair  part  program,  originating  country,  and  cause.  This  is  the  only 
indicator  which  provides  visibility  to  individual  repair  part  programs. 

(2)  No  other  recurring  indicator  of  IL  repair  part  program 
activity  was  located.  ESG  requested  USAILCOM  to  provide  a special  listing 
by  program  of  customers,  cases,  and  sales  activity  for  FY  75,  FY  76,  and 
FY  7T.  ESG  planned  to  use  the  data  for  trend  analysis.  USAILCOM  was 
unable  to  provide  such  data.  The  data  USAILCOM  could  provide  are  shown 

in  Figure  A-2-8.  Problems  encountered  in  obtaining  the  data  were: 

(a)  CSP  and  other  defined-line  repair  part  sales  do 
not  have  distinct  case  identifiers.  Thus,  piogram  data  cannot  be  identi- 
fied without  an  extensive  manual  search.  Figure  A-2-8  data  include  all 

• ; - \ ! 

(i.e.,  end  item  sales  also)  defined-line  case  data. 
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(b)  BOE  cases  have  distinct  identifiers;  however. 


they  may  be  used  for  repair  parts,  services,  publications,  etc. 

USAILCOM  attempted  to  remove  nonrepair  part  cases  from  the  data  in 
figure  A-2-8.  The  term  "cases  accepted  and  implemented"  was  used  in  BOE 
and  FMS  defined-line  data  to  provide  a measurement  base.  Both  types 
of  cases  can  be  "accepted  and  implemented"  at  any  time  during  the  US 
fiscal  year.  However,  they  may  remain  open  for  years  until  the  last 
item  ordered  on  the  case  is  delivered  and  paid  for. 

c.  CLSSA  case  data  were  available  only  on  a "snapshot"  basis. 
Cases  are  renewed  at  different  times  during  the  year,  making  it  hard 
to  fix  a base.  CLSSA  data  displayed  on  USAILCOM  management  charts  show 
CLSSA  case  values  as  combined  FMS01  and  FMS02  case  values.  This  practice 
grossly  inflates  actual  annual  CLSSA  sales  activity. 

7 . Special  Indicators. 

a.  Before  developing  special  indicators,  ESC  reviewed  basic 
MILSTEP  principles.  Almost  immediately  it  became  evident  the  major 
weakness  of  indicators  analyzed  in  preceding  paragraphs  was  a lack  of 
sensitivity  to  US  supply  system  funding  restrictions.  Therefore,  ESG 
designed  indicators  which  would  show  trends  by  fund  category  (i.e., 

ASF  and  secondary  item  PAA) . 


b.  Two  separate  approaches  were  used.  Both  involved  recon- 
figuring basic  MILSTEP  data  by  fund  category  and  IL  program  category. 


(1)  The  first  approach  examined  US  and  IL  trends  simul- 
taneously as  part  of  the  total  US  supply  system.  Changes  within  customer 
categories  and  within  the  overall  supply  system  were  thus  sensed.  This 
approach  simply  redisplayed  standard  MILSTEP  indicators  differently  (see 
Tab  A) . 

(2)  The  second  approach  generated  some  additional  indices. 
The  US  portion  of  each  MILSTEP  indicator  was  fixed  as  the  base.  Then 
the  IL  portion  was  compared  to  the  base.  Each  index  generated  directly 
shows  incremental  US  supply  system  changes  caused  by  IL  (see  Tab  B) . 

c.  The  29  specially  developed  ESG  indicators  and  indices 
proved  very  informative  when  viewed  on  an  MSC  basis.  The  first  page 
of  Tabs  A and  B presents  the  results  of  ESG's  analysis  of  these  new 
indicators  and  indices.  Summary  comments  are  made  in  Figure  A-2-9. 

Two  shortfalls  in  MILSTEP  data  reduced  the  effectiveness  of  this  analy- 
sis. The  first  is  the  practice  of  rolling  up  CSP,  BOE,  and  other  FMS 
defined-line  repair  part  sales  data  into  a single  MILSTEP  FMS  line. 

The  second  is  the  lack  of  IL  sales  visibility  on  a weapon  system  basis. 

8.  Conclusions . 

a.  Management  indicators  presently  used  by  DARCOM  and  USAILCOM 
are  not  adequate  for  determining  if  IL  and  US  customers  receive  adequate 
service  from  the  US  supply  system. 

b.  MSC  level  is  the  highest  level  of  data  aggregation  per- 
mitting detection  of  IL  impacts  on  the  US  supply  system.  However,  fund 
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a/  PEMA2  (procurement  of  equipment  and  missiles.  Army)  is  a shorthand  notation  for  Procurement 
Appropriations,  Army  for  secondary  items.  This  fund  category  was  previously  known  as  PEMA  secondary. 
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and  IL  program  category  stratification  is  necessary  to  detect  MSC-level 
impact.  Visibility  of  IL  sales  activity  on  a weapon  system  basis  would 
vastly  Improve  MSC  management  effectiveness. 

c.  ESG  indicators  alone  could  not  directly  surface  IL  Impacts 
on  the  quality  of  repair  part  support  to  US  forces.  However,  the  ESG 
indicators  significantly  increased  visibility  of  IL  activity  at  MSC 
level  by  fund  category.  Comparing  this  activity  to  other  information, 
such  as  specific  shortfalls  in  IL  support  program  designs,  permits 
supply  managers  to  draw  conclusions  on  IL  impacts  on  support  to  US  forces. 

d.  The  ESG  special  indicators  hold  considerable  promise  as  a 
new  method  of  evaluating  US  supply  performance.  These  indicators  may 
meet  a majority  of  the  FY  79-83  Defense  Program  Planning  Guidance  (DPPG) 
instruction  to  link  supply  performance  to  funding  in  the  new  Program 
Objective  Memorandum  (POM) . 

9.  Recommendations . 

a.  ODCSLOG  and  DARCOM  should  improve  management  indicators  by: 

(1)  Stratifying  indicators  by  fund  category  and  evaluating 
the  indicator  in  light  of  the  operational  restraints  inherent  in  each 
fund  category.  The  ESG  special  indicators  are  well  suited  for  this  task. 

(2)  Reviewing  indicators  on  MSC  level  except  for  select  indi- 
cators such  as  gross  dollar  expenditures.  Each  MSC  has  different  busi- 
ness patterns  that  must  be  considered  when  developing  methods  of  improving 
performance.  Different  business  patterns  are  not  a reason  to  adopt  non- 
standard procedures  but  rather  a reason  to  select  different  areas  in 
which  to  concentrate  management  intensity. 
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(3)  Reviewing,  on  a periodic  basis,  all  customer  groups  (i.e., 
US  and  IL)  to  determine  if  any  group  has  an  adverse  impact  on  the  US  Army 
direct  supply  program. 

(4)  Purifying  the  stock  availability  indicator.  Orders  not 
actually  filled  should  be  separately  counted  rather  than  artificially 
counted  as  filled  as  is  currently  done. 

b.  USAILCOM  indicators  should  be  improved  by  providing  visi- 
bility to  each  IL  program  using  MILSTEP  criteria.  This  provides  a basis 
for  comparison  of  US  and  IL  demand  and  performance  trends. 

c.  Conduct  a joint  US  and  IL  management  review.  This  would 
permit  early  flagging  of  adverse  IL  impacts  on  US  forces  through  an 
appreciation  of  how  IL  participates  in  the  US  supply  system. 
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TAB  A 


SPECIAL  ESC  INDICATOR  CHARTS 


Figure 

A-2-A-1 

A-2-A-2 

A-2-A-3 

A-2-A-4 

A-2-A-5 

A-2-A-6 

A-2-A-7 

A-2-A-8 

A-2-A-9 

A-2-A-10 

A-2-A-11 

A-2-A-12 


A-2-A-13 

A-2-A-14 

A-2-A-15 


A-2-A-16 


ESC  Special  Indicator  Analysis 

Valid  Requisitions  Received 

Percent  of  Requisitions  Received 

Dollar  Value  of  Requisitions 

Percent  Dollar  Value  of  Requisitions 

Average  Dollar  Value  of  Requisitions  Due  Now 

High  Pri  Req  as  a Z of  Total  Req  by  Cust  Cat 

NORS  Req  as  a Z of  Total  Req  by  Cust  Cat 

Percent  of  Requisitions  Not  Due  Now 

Z of  Total  Dollar  Value  Not  Due  Now 

Percent  of  Requisitions  Manually  Processed 

Percent  of  Requisitions  Manually  Processed 
for  Management  Control 

Stock  Availability 

NORS  Stock  Availability 

Requisitions  on  Backorder 

Percent  of  Backorders  Over  90  Days  Old 


A-2-A-3 

A-2-A-7 

A-2-A-9 

A-2-A-11 

A-2-A-13 

A-2-A-15 

A-2-A-17 

A-2-A-19 

A-2-A-21 

A-2-A-23 

A-2-A-25 

A-2-A-27 

A-2-A-29 

A-2-A-31 

A-2-A-33 

A-2-A-35 
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This  tab  presents  15  special  indicators  developed  by  ESG  (Figures 
A-2-A-2  through  A-2-A-16).  The  indicators  reflect  IL  activity  within  an 
MSC  and  within  the  total  supply  system  (i.e.,  DARCOM  roll-up),  by  customer 
category  and  fund  category.  Figure  A-2-A-1  is  an  analysis  summary  of  the 
special  indicators.  It  describes  the  type  of  information  that  can  be 
obtained  from  each  indicator. 

MI COM  and  DARCOM  demand  and  performance  data  are  displayed  first  to 
show  how  dramatic  IL  impacts  in  one  MSC  can  be  dampened  in  aggregated 
supply  system  data  displays.  ECOM  and  TARCOM  data  are  then  displayed  to 
show  how  IL  activity  intensity  changes  between  MSCs.  IL  impact  evalua- 
tions must  consider  both  the  intensity  of  IL  activity  at  the  particular 
MSC  and  the  peculiarities  of  the  MSC's  management  environment. 

The  FAA  secondary  fund  category  ia  identified  as  PEMA2  to  coincide 
with  popular  usage.  The  "FMS  Only”  line  is  a roll-up  of  CSP,  BOE,  and 
other  defined-line  cases. 


Type  of 

Indicator Indicator 

1 M^  Valid  requisitions  received. 


2 M Percent  of  requisitions 

received  (total  MSC  base). 

3 M Dollar  value  of  requisitions. 


I 

I 

4 M Percent  dollar  value  of 

requisitions  (total  MSC  base). 


5 ESC  Average  dollar  value  of  requi- 
sitions due  now. 


6 M High-priority  requisitions 

(I PD  01-08)  as  a percent- 
age of  total  requisitions  by 
customer  category. 


7 M NORS  requisitions  as  a per- 

centage of  total  requisitions 
by  customer  category. 


8 ESC  Percent  of  requlsltlone  not 
due  now. 


II  \ 


a/  On  this  chart,  "M"  denotes  a MILSTEP 


Explanation  of  Indicator 

Potential  Significan 
of  Indicator 

. Represents  number  of  valid  requi- 
sitions received.  Not  all  requi- 
sitions must  be  filled  now.  Any 
quantity  of  a part  can  be  ordered 
on  a requisition. 

. Indicates  changing  MSC  w 
and  ordering  trends  by  c 
. Fund  stratification  lndi 
Impacts  on  US  budget  pre 
tion  and  COCP  operation. 

. Stratifies  MSC  requisition  work- 
load by  customer  and  fund  cate- 
gory. 

. Same  as  Indicator  1. 

. Represents  the  dollar  value  of 
requisitions  received. 

. Indicates  changing  MSC  w 
load  by  customer. 

. Fund  stratification  lndi 
impacts  on  US  budget  pre 
tion,  availability  of  fu 
and  Impacts  from  COCP  op 

. Stratifies  MSC  repair  part  ex- 
penditures by  customers  and  fund 
category . 

. Same  as  Indicator  2. 

i 

. Same  as  Demand  Index  3.  (See 
Figure  A-2-A-11.) 

. Indicates  IL  CLSSA  order 
trends . 

. Indicates  type  of  FMS  it 
filled  immediately  by  MS 

. Reflects  percentage  of  requisi- 
tions '--bmltted  in  each  category 
tha'.  have  more  urgent  priority 
indicators  (IPD  01-08) . 

. Indicates  extent  and  loc. 
of  IL/US  "competition"  f 

assets . 

. Reflects  percentage  of  requisi- 
tions submitted  in  each  category 
that  are  NORS. 

. Indicates  extent  and  loc^ 
IL/US  "competition"  for  t 

. Reflects  percentage  of  total 
valid  requisitions  received  that 
r.re  not  due  to  be  filled  until 
som  future  date. 

. Indicates  quantity  of  FM! 
sltions  that  have  not  bet 
diately  filled  from  US  si 
system  assets  above  the  l 
point. 

. Note:  ESG  comments  deal 
reciprocal  of  this  indict 
orders  filled  now. 

indicator  reconfigured  by  ESC;  "ESC" 

denotes  a new  combination  ol 

ESG  SPECIAL  INDICATOR  ANALYSIS 


Potential  Significance 

Interpretation  of  Data 

llcator 

of  Indicator 

ECOM 

MICOM 

ralld  requi- 

. indicates  changing  MSC  workload 

. IL  stable. 

. IL  pattern  erratic. 

. IL 

L all  requi- 

and  ordering  trends  by  customer. 

. US  dropping  especially  in  PEMA2. 

. COCP  workload  very  erratic.  Ex- 

. US 

1 now.  Any 

. Fund  stratification  indicates 

. COCP  PEMA2  workload  erratic;  how- 

eluding  UPZ,  IL  ranges  from  770 

. COC! 

1 be  ordered 

impacts  on  US  budget  prepara- 

ever,  quantity  is  very  small 

to  4,879  a quarter. 

(29 

tion  and  CUCP  operation. 

(l.e.,  averages  569  a quarter). 

. US  trend  is  up. 

sta 

Ltion  work- 

. Same  as  Indicator  1. 

. IL  averages  only  4 percent  of  MSC 

. IL  averages  over  25  percent  of  MSC 

. IL  ; 

'and  cate* 

load.  IL  trend  is  almost  level. 

load.  IL  trend  is  almost  level. 

loji 

value  of 

. Indicates  changing  MSC  work- 

. IL  PEMA2  orders  increasing  while 

. IL  PEMA2  orders  increasing. 

. FMS 

load  by  customer. 

US  drops. 

. CLSSA  peaks  at  6-month  interval. 

dec] 

. Fund  stratification  indicates 

. IL  Increasing  mostly  in  FMS. 

. CLS! 

impacts  on  US  budget  prepara- 
tion, availability  of  funds, 
and  Impacts  from  COCP  operations. 

. US  | 

part  ex- 

. Same  as  Indicator  2. 

. FMS  orders  have  no  pattern. 

. FMS  orders  have  no  pattern. 

. FMS 

rs  and  fund 

. CLSSA  orders  may  be  decreasing. 

. CLSSA  peak  at  6-month  intervals. 

. CLS! 

. IL  averages  30  percent  of  sales. 

. IL  i 

).  (See 

. Indicates  IL  CLSSA  ordering 

. IL  orders  more  per  requisition 

. IL  orders  in  last  year  are  over 

. IL  i 

trends . 

than  US. 

2 times  larger  than  comparative 

PEM 

. Indicates  type  of  FMS  item 

US  orders. 

filled  Immediately  by  MSC. 

< 


f requisl- 

. Indicates  extent  and  location 

. IL  high-priority  orders  are  in- 

. IL  and  US  high-priority  requisition 

. CLSj 

:h  category 

of  IL/US  "competition"  for 

creasing. 

increasing  slightly. 

in  J 

priority 

assets . 

. Increase  is  in  PEMA2 . 

. FMS 

I. 

incj 

. US  1 
68  | 

hav4 

f requisi- 

. Indicates  extent  and  location  of 

. Sporadic  NORS  activity  shows  in 

. IL  CLSSA  PEMA2  NORS  are  increasing. 

. IL  i 

:h  category 

IL/US  "competition"  for  assets. 

FMS. 

. US  NORS  are  stable. 

. US 

f total 

. Indicates  quantity  of  FMS  requi- 

. Over  60  percent  of  FMS  orders 

. Decreasing  number  of  IL  orders  being 

. Ove 

:elved  that 

sitlons  that  have  not  been  lmme- 

filled  on  the  spot,  yet  US  stock 

filled  on  the  spot.  Overall  less 

fill 

Led  until 

dlately  filled  from  US  supply 

available  (Indicator  13)  is  low. 

than  20  percent  IL  filled;  less  than 

. US  1 

system  assets  above  the  reorder 

. Could  Indicate  ECOM  has  bought 

10  percent  of  IL  PEMA2  filled. 

point . 

wrong  items  and  is  pushing  assets 

. US  stock  availability  is  stable. 

. Note:  ESG  comments  deal  with 

to  IL  to  generate  funds. 

reciprocal  of  this  indicator: 
orders  filled  now. 

t 

>y  ESG;  "BSG" 

denotes  a new  combination  of  MILSTEP  data  developed  by  ESG. 

1 

SIS 


Interpretation  of  Data 


MICOM 


Total  US  Supply  System 
(DARCOM  Roll-up) 


. IL  pattern  erratic. 

. COCP  workload  very  erratic.  Ex- 
cluding UPZ,  IL  ranges  from  770 
to  4,879  a quarter. 

. US  trend  Is  up. 


iC  . IL  averages  over  25  percent  of  MSC 
load.  IL  trend  Is  almost  level. 


IL  Increasing  in  ASF. 

US  trend  is  up . 

COCP  PEMA2  workload  is  small 
(292  quarter  average)  and 
stable . 


IL  averages  6 percent  of  MSC 
load.  IL  trend  is  almost  level. 


. US  system  trend  is  up.  ASF  is  up. 
PEMA2  is  stable. 

. US  increase  probably  due  to  DSS. 

. IL  ASF  and  PEMA2  increasing.  PEMA2 
increase  signals  growing  importance 
of  COCP  and  CLSSA  policy. 

. Simultaneous  US  and  IL  growth  hides 
IL  growth  rate  in  this  indicator. 


t . IL  PEMA2  orders  increasing. 

. CLSSA  peaks  at  6-month  Interval. 

. FMS  PEMA2  increasing;  ASF 
decreasing. 

. CLSSA  peaks  at  6-month  interval. 

. US  pattern  more  stable. 

. US  system  trend  is  up. 

. US  ASF  is  up;  PEMA2  is  stable. 

. IL  PEMA2  trend  is  up.  However, 
with  US  PEMa2  drop,  IL  has  more 
impact . 

. Both  COCP  and  CLSSA  policy  have 
growing  importance. 

. FMS  orders  have  no  pattern. 

. CLSSA  peak  at  6-month  intervals. 

. IL  averages  30  percent  of  sales. 

. FMS  orders  have  no  pattern. 

. CLSSA  peaks  at  6-month  intervals . 

. IL  averages  25  percent  of  sales. 

. IL  fluctuations  by  MSC  are  dampened 
in  roll-up. 

. Excluding  UPZ,  IL  averages  15  per- 
cent of  sales;  FMS  portion  is  10 
percent;  CLSSA  portion  is  5 percent. 

. IL  orders  in  last  year  are  over 

2 times  larger  than  comparative 

US  orders. 

. IL  orders  2 to  3 times  more  per 
PEMA2  requisitions. 

. IL  tendency  to  order  more  per 
requisition  may  indicate  IL  orders 
"ahead"  or  concentrates  orders  on 
expensive  high-technology  items. 

. Cross  reference  to  Indicator  11 
would  indicate  IL  concentrates  on  , 

"hard  to  get"  PEMA2  items. 

. IL  and  US  high-priority  requisition 
increasing  slightly. 

. Increase  it  in  PEMA2. 

. CLSSA  PEMA2  high  priorities  are 
in  50  percent  range. 

. FMS  PEMA2  high  priorities  are 
increasing. 

. US  PEMA2  high  priorities  are  in 

68  percent  range.  This  could 
have  caused  Israel  to  go  CDS. 

. US  system  trend  appears  stable. 

. Cross  reference  to  Indicator  1 
and  2 indicates  IL  Impact  is  mini- 
mal . 

. MSC  stratification  indicates  US/ 

IL  competition  is  keener  in  cri- 
tical weapon  systems. 

. IL  CLSSA  PEMA2  NORS  are  increasing. 

. US  NORS  ara  stable. 

. IL  uses  few  NORS. 

. US  PEMA2  NORS  high. 

. US  system  up  slightly. 

. IL  barely  registers. 

. US  trend  is  up  slightly.  This 
probably  is  due  to  stress  on  readi- 
ness and  06MA  fund  restraint. 

. Decreasing  number  of  IL  orders  being 
k filled  on  the  spot.  Overall  less 

, than  20  percent  IL  filled;  less  than 

10  percent  of  IL  PEMA2  filled. 
ts  . US  stock  availability  is  stable. 

. Over  70  percent  of  IL  orders  are 
filled  on  Che  spot. 

. US  stock  availability  is  good. 

. US  system  trend  shows  fewer  IL 
orders  are  being  filled  immediately. 

. PEMA2  cutback  is  most  significant. 

(Figure  A-2-A-I  Continued  on  Next  Page) 

A-2-A-3 

Type  of 

Indicator Indicator 

9 ESC  Percent  of  total  dollar  value 
not  due  now. 


Potential  Significance 

Explanation  of  Indicator of  Indicator 

. Reflects  percentage  of  order  . If  percentage  is  low,  IL  orders 

dollar  value  that  Is  satisfied  are  being  filled  from  existing 

by  future  procurements.  assets.  If  US  stock  availability 

is  high,  this  is  acceptable. 

. If  US  stock  availability  is  low, 
this  indicates  MSC  is  either 
buying  the  wrong  assets  or  is 
unwisely  releasing  US  assets  to 
IL. 


10  M Percent  of  requisitions  man- 

ually processed. 


Reflects  percentage  of  valid 
requisitions  that  are  manually 
processed. 


. Indicates  extent  of  MSC  manual 
workload.  Time  expended  on  this 
activity  could  have  been  used 
for  other  management  actions. 

. Fund  category  stratification  in- 
dicates attention  directed  to 
PEMA2  orders . 


11  M Percent  of  requisitions  manu- 

ally processed  for  manage- 
ment control. 


12  M Stock  availability. 


13  M HORS  stock  availability. 


Reflects  percentage  of  valid  requi- 
sitions manually  processed  because 
of  a critical  supply  position  or 
because  item  is  controlled  for 
other  reasons. 

Traditional  method  of  depicting 
requisitions  satisfied  without 
being  placed  on  backorder. 
Accounting  "gimmicks"  degrade 
quality  of  indicator.  All  requi- 
sitions off  line  for  review  or 
not  due  for  delivery  now  are 
counted  as  filled. 

Thus,  US  availability  is  inflated 
and  FMS  availability  is  not  really 
determinable. 

Old  CLSSA  FMSO/Non-FMSO  item  ac- 
counting was  in  effect  during 
this  period. 

Same  as  Indicator  12  for  NORS 
only  requisitions. 


Indicates  extent  of  IL  orders 
for  repair  parts  the  US  supply 
system  has  difficulty  obtaining 
or  cannot  afford  to  stock  in 
large  quantities. 

Indicates  by  fund  category  how 
well  funds  are  matched  against 
forecasted  demands  to  bring 
assets  on  hand  when  needed. 


Same  as  Indicator  12  for  NORS 
only  requisitions . 


14  M Requisitions  on  backorder. 


. Reflects  actual  numbers  of  back- 
orders . Several  independent 
backorders  may  be  for  the  same 
pert. 


. Indicates  magnitude  of  requi- 
sitions on  backorder  by  cus- 
tomer and  fund  category. 


15  M 


. Reflects  percentage  of  backorders 
(over  90  days  old)  by  customer 
and  fund  category. 


. Indicates  types  of  parts  cus- 
tomer is  ordering.  A high  per- 
centage indicates  customer  is 
ordering  hard  to  get  parts. 


\ 


Percent  of  backorders  over 
90  days  old. 


ESG  SPECIAL  INDICATOR  ANALYSIS-Continued 


p 

Potential  Significance  

of  Indicator ECOM 


Interpretation  of  Data 

MI  COM TARCll 


. If  percentage  is  low,  IL  orders 
are  being  filled  from  existing 
assets.  If  US  stock  availability 
is  high,  this  is  acceptable. 

. If  US  stock  availability  is  low, 
this  Indicates  MSC  is  either 
buying  the  wrong  assets  or  is 
unwisely  releasing  US  assets  to 
IL. 

. Indicates  extent  of  MSC  manual 
workload.  Tine  expended  on  this 
activity  could  have  been  used 
for  other  management  actions. 

. Fund  category  stratification  in- 
dicates attention  directed  to 
PEMA2  ord/rs. 

- . Indicates  extent  of  IL  orders 
for  repair  parts  the  US  supply 
system  has  difficulty  obtaining 
or  cannot  afford  to  stock  in 
large  quantities. 

. Indicates  by  fund  category  how 
well  funds  are  matched  against 
forecasted  demands  to  bring 
assets  on  hand  when  needed. 


Over  80  percent  of  FMS  orders  are 
filled  on  the  spot,  yet  US  stock 
available  is  only  72  percent  on 
requisition  basis  and  59  percent 
on  dollar  basis. 


Almost  100  percent  of  ’ L PEMA2 
orders  are  manually  processed. 
Indicates  COCP  is  catching  them. 
This  workload  is  small  when  eval- 
uated by  Indicators  1 and  2. 


Over  30  percent  of  IL  PEMA2  orders 
are  for  critical  supply  status 
parts . 


IL  cannot  be  compared  to  US 
because  of  requisition  accounting 
"gimmicks."  When  compared  to 
Indicator  8 , one  wonders  why  so 
many  IL  requisitions  are  filled 
on  the  spot. 


. About  30  percent  of  FMS  orders  are 
filled  on  the  spot.  Trend  is  de- 
creasing. 

. US  stock  availability  is  stable 
at  77  percent  on  requisition  basis 
and  decreasing  slightly  to  mid-60 
percent  range  on  dollar  basis. 


50  percent  c 
filled  on  th 
In  1Q77  when 
fills  droppe 
availability 


Almost  all  PEMA2  orders  are  man-  . Only  70+  per 

ually  processed.  CLSSA  portion  sitlons  are 

is  lower  than  FMS.  . COCP  could  h 

Indicates  COCP  is  catching  the 
orders. 


Almost  90  percent  of  CLSSA  PEMA2 
orders  are  for  critical  supply 
status  parts. 

FMS  orders  have  erratic  patterns. 


About  45  per 
orders  are  f 
status  parts 


ECOM  IL/US  comparison  comment 
applies . 

US  PEMA2  stock  availability  low 
because  of  dependency  on  "over- 
haul" of  reparable  parts. 


ECOM  US/IL  4 
applies . 

US  stock  avs 
(87  percent) 


Same  as  Indicator  12  for  NORS 
only  requisitions. 


. Indicates  magnitude  of  requi- 
sitions on  backorder  by  cus- 
tomer and  fund  category. 


. Indicates  types  of  parts  cus- 
tomer la  ordering.  A high  per- 
centage indicates  customer  la 
ordering  hard  to  get  parts. 


. IL  Impact  insignificant. 

. US  NORS  availability  is  lower 
than  overall  availability. 


. MSC  generally  improving. 

. PEMA2  improving  most . 

. Appears  items  are  not  out  of  stock 
long. 


. Over  80  percent  of  IL  backorders 
are  over  90  days  old. 

. IL  may  be  ordering  different 
parts  than  US. 


. US  NORS  better  than  US  overall. 


MSC,  US,  and  FMS  trend  is  up  espe- 
cially in  PEMA2. 

Prior  to  UPZ,  all  customers  were 
Improving. 


. IL  getting  worse. 

. US  getting  better. 

. Could  indicate  IL  orders  are  con- 
centrated on  very  hard  to  get 
items. 


US  NORS  bet' 
stock  avail' 


. Trend  for  a 
erally  level 


. More  IL  th^ 
backorder  1 
. May  indicat 
ordering  pa 
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* Interpretation  of  Data 

Total  US  Supply  System 

MICOM 

TARCOM 

(DARCOM  Roll-up) 

. About  30  percent  of  FMS  orders  are 
filled  on  the  spot.  Trend  is  de- 
creasing. 

. US  stock  availability  Is  stable 
at  77  percent  on  requisition  basis 
and  decreasing  slightly  to  mld-60 
percent  range  on  dollar  basis. 

. 50  percent  of  FMS  orders  are 
filled  on  the  spot. 

. In  1Q77  when  percent  of  FMS  PEMA2 
fills  dropped,  US  PEMA2  stock 
availability  jumped  +5  percent. 

. Same  as  Indicator  8. 

. High  FMS  fill  rate  could  Indicate 
why  IL  uses  BOE  and  defined-line 
sales . 

. Almost  all  PEMA2  orders  are  man- 
ually processed.  CLSSA  portion 
is  lower  than  FMS. 

. Indicates  COOP  is  catching  the 
, orders. 

. Only  70+  percent  of  PEMA2  requi- 
sitions are  manually  processed. 

. COCP  could  be  missing  them. 

. US  system  trend  is  stable. 

. US  trend  is  stable. 

. IL  trend  is  stable. 

. Could  indicate  COCP  operation 
is  becoming  more  accurate. 

. Almost  90  percent  of  CLSSA  PEMA2 

1 orders  are  for  critical  supply 

status  parts. 

. FMS  orders  have  erratic  patterns. 

. About  45  percent  of  IL  PEMA2 
orders  are  for  critical  supply 
status  parts. 

. Cross  reference  to  Indicator  5 may 
identify  that  IL  orders  large  quan- 
tity of  "hard  to  get"  or  "expensive 
to  stock"  high-technology  items. 

. ECOM  IL/US  comparison  conment 

1 applies. 

* . US  PEMA2  stock  availability  low 

because  of  dependency  on  "over- 
haul" of  reparable  parts. 

. ECOM  US/IL  comparison  comment 
applies . 

. US  stock  availability  is  good 
(87  percent). 

» 

. This  indicator  must  be  revised  to 
permit  US/IL  comparison. 

. US  trend  is  up  slightly. 

. Low  CLSSA  rates  would  indicate  cus- 
tomers were  not  selecting  FMS01 
items  well. 

. US  NORS  better  than  US  overall. 

i 

. US  NORS  better  than  US  overall 
stock  availability. 

. Indicator  12  revision  comment 
applies . 

. US  ASF  trend  up;  PEMA2  trend  down. 

. Could  indicate  IL  is  concentrating 
on  operationally  essential  PEMA2 
parts.  See  Indicator  11. 

. MSC,  US,  and  FMS  trend  is  up  espe- 
cially in  PEMA2. 

. Prior  to  UPZ,  all  customers  were 
improving. 

. Trend  for  all  customers  is  gen- 
erally level. 

. US  system  trend  down. 

. US  trend  is  down. 

. IL  trend  up. 

. US  improvement  may  result  from 
decrease  in  IL  orders  "filled 
now . " 

. IL  getting  worse. 

. US  getting  better. 

. Could  indicate  IL  orders  are  con- 
centrated on  very  hard  to  get 

items. 

. More  IL  than  US  orders  stay  on 
backorder  longer. 

. May  Indicate  IL  has  different 
ordering  pattern. 

. US  system  trend  is  down. 

. US  trend  level. 

. IL  trend  up,  especially  in 

PEMA2. 

. IL  problem  could  be  bad , CRDD 
determination  coupled  with  less 
urgent  IPDs . 

Figure  A-2-A-I 
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(Figure  A-2-A-4  Continued  on  Next  Pege) 
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8663 

2084 

2446 

1173 

1655 

1240 

352 

1084 

1646 

700 

900 

753 

636 

61003 

41775 

23150 

45507 

31643 

25737 

1649 

2004 

532 

1223 

1255 

368 

577 

813 

SS6 

561 

411 

255 

60370 

53602 

26663 

50810 

42166 

20584 

2606 

3440 

2273 

3158 

1577 

2528 

1770 

2737 

1254 

2063 

1379 

1965 

53674 

43253 

56533 

71728 

18503 

36617 

2444 

1856 

723 

853 

563 

1424 

1171 

1603 

432 

236 

421 

818 

68561 

14533 

10538 

195.0 

12352 

16906 

Figure  A-2-A-6 
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MI  COM 


M I CH  PRI  REG  AS  A X C1F  TOTAL  REG  BV  CUST  CAT 

t IPU  O 1 —OS  > 


i QTfe  aove 


3G"76  AC176 


X <3  77 


CUBTOTCR  CATEGORY 


TOTAL  MSC 

36. 1 

42.0 

37.7  1' 

4C.8 

36.  3 

31.8 

ASF 

31. P 

34.6 

3P.6 

36. 0 

31.1 

P5. 1 

PEMA2 

*7.7 

57.3 

45.4 

ee.e 

45.0 

45.3 

U.S.  OFLY 

43.4 

48.7 

46.3 

54.8 

43.3 

45.7 

ASF 

36.3 

33.8 

40.2 

45.3 

36. 1 

36.4 

PEMAP 

56.8 

64.5 

53.  P 

68.5 

64.8 

61.  P 

IL  ONLY 

15.7 

23. 1 

3P.P 

13.3 

14.9 

7.3 

ASF 

17.5 

22.9 

P7.5 

10.6 

16.4 

3.0 

REMAP 

3. 1 

P3.7 

38.4 

35.7 

1P.P 

4.3 

IL  PROCRAM  category 

FMS  0M.Y 

8.3 

P6.6 

3P.  3 

17.6 

6.P 

4.5 

ASF 

10.8 

P7.7 

P7.7 

16.7 

10.  1 

5.7 

PEMAa 

3. 1 

PP.6 

37.8 

PP.3 

1.3 

1.6 

LSA  ONLY 

PS.  3 

13. P 

35.  P 

27.2 

27.  3 

13. 1 

ASF 

P3.5 

10.4 

31. 1 

Pl.O 

22.0 

17.4 

REMAP 

5P.0 

P3.7 

43.0 

5P.7 

53.3 

3P.3 

GA  ONLY 

83.4 

l.P 

P.3 

0.2 

14.3 

0.7 

ASF 

88.4 

0.0 

i.e 

0. 1 

15.4 

0.3 

PEMA2 

100.0 

33.3 

11.8 

7.1 

0.0 

3.2 

1/  Example: 

In  3Q  FT  76,  37.7 

percent  of  all  requisitions  received  by  the  MSC  carried 

one  of  the 

■ore  urgent 

issue  priority  designators  (I.e., 

ipo  oi'Oso). 

DRC 


1 076 

SGTfe 

3GT6 

AG76 

7T 

1 G77 

CUSlOPtR  CATEGORY 

10T*_  MSC 

35.8 

35.8 

35.5 

37.5 

36.6 

33.4 

ASF 

34.4 

34.  3 

33.3 

35.4 

35.  3 

31.9 

PE  MAP 

54.1 

55.0 

52. 8 

65. 1 

56.4 

54.5 

U.S.  ORLY 

36.4 

36.  1 

36.7 

38.  3 

37.5 

34.7 

ASF' 

34.3 

34.5 

35.0 

36.2 

36.0 

32.9 

PF.MA2 

56.5 

57.0 

60.4 

66.  3 

60.5 

60.9 

IL  0FI.Y 

26.  1 

30.3 

27. 4 

26.7 

24. 1 

19. 1 

ASF 

P6.3 

31.0 

24.1 

26.  3 

24.8 

19.9 

PLMA2 

23.2 

23.3 

38.2 

35.7 

17.7 

12.0 

IL  PROCRAM  CATECORY 

FM3  ONLY 

13.6 

28.  1 

28.  1 

23.  1 

27.7 

18.  A 

ASF 

21.0 

?8.  5 

24.2 

23.  1 

31.0 

19.9 

PEMAP 

3. 1 

23.  5 

37.8 

24.3 

7.2 

7.4 

SSA  ONLY 

32.6 

26.8 

28.7 

30.5 

24. 1 

18.5 

ASF 

31.7 

26. 6 

27. 1 

23.5 

22.4 

17.5 

PEMAP 

52.5 

23.3 

44.  1 

51.9 

51.0 

33.0 

CA  ONLY 

40.7 

45.3 

18.0 

32.4 

11.8 

28.1 

ASF 

37.3 

44.4 

17.3 

32.0 

11.4 

28.3 

PEMAP 

76.3 

64.4 

32.4 

41.6 

27.9 

25.8 

(Figure  A-2-A-7  Continued  on  Next  Page) 
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HIGH  PR I 

REQ  AS 

A X Ol- 
( IPO 

TOTAL 
O 1 OH  > 

REO  BY 

CUST  CAT 

EC  COM 

1Q7& 

2076 

3Q7fc 

4076 

7T 

1077 

CUSTOMER  CATEGORY 

TOTAL  MJC 

41.0 

39.9 

41.5 

45.5 

45.0 

39.2 

ASF 

36.7 

36.4 

36.4 

39.3 

40.8 

34.0 

POM2 

62. 1 

49.1 

57.3 

63.7 

57.8 

55.7 

U.S.  UM-Y 

41.2 

40.6 

41.8 

46.3 

45.4 

39.5 

ASF 

36.9 

37.2 

36.7 

40.0 

41.1 

34.2 

P€j*a 

52.1 

49.3 

57.6 

64.5 

58.5 

56.2 

IL  ONLY 

3S.6 

24.8 

31.3 

27.7 

32.3 

31.2 

ASF 

31.4 

20.  1 

29.7 

27.2 

32.8 

£8.0 

PEMA2 

50.2 

41.8 

43.5 

31.1 

30.2 

42.7 

IL  PROGRAM  CATEGORY 

IMS  OM_Y 

29.7 

18.3 

36.4 

21.3 

33.8 

30.8 

ASF 

31.  6 

18. 1 

34.3 

21.3 

36.3 

28.1 

PEMA2 

19.4 

19.3 

60.9 

20.9 

24.7 

43.8 

SSA  Gtt-V 

34. 6 

20.0 

17.3 

41.0 

35.2 

36.4 

ASF 

24.2 

16.6 

18.0 

41.7 

32.0 

33.3 

PEHA2 

67.0 

30.5 

10.4 

29.8 

49.3 

46.4 

CA  CM.Y 

54.5 

S3. 4 

43.3 

32.3 

23.6 

20.3 

ASF 

44.3 

36.7 

39.9 

28.6 

24.8 

10.6 

PEMA2 

70.6 

77.5 

54.2 

39.8 

18.4 

34.7 

TACOM 

1076 

2076 

3076 

4076 

7T 

1 <377 

CUSTOMER  CATEGORY 

TOTAL  NBC 

33.4 

33.0 

32.0 

33.5 

34.8 

31.4 

ASF 

33.0 

32.6 

31.6 

33.1 

34.4 

30.9 

P6MA2 

62.8 

61.8 

62.0 

65.8 

69.2 

68.7 

U.S.  OM-Y 

33.8 

33.0 

33.2 

34.6 

35.3 

32.3 

ASF 

33.4 

32.6 

32.7 

34.2 

34.8 

31.8 

PEHA2 

64.2 

64.6 

66.0 

68.2 

72.7 

71.6 

IL  ONLY 

24.8 

33.0 

17.4 

18.4 

27.1 

19.9 

ASF 

24.5 

33.1 

17.2 

18.1 

27.1 

19.9 

PEMA2 

41.1 

27.0 

24.3 

38.6 

27.5 

23.0 

IL  PROGRAM  CATEGORY 

Fi*s  OM.Y 

13.2 

21.3 

13.6 

9.2 

34.1 

21.3 

ASF 

12.8 

21.6 

13.5 

9.0 

34.4 

21.3 

PEMA2 

31.5 

10.8 

25.0 

25. 5 

20.9 

28.8 

SSA  OM.Y 

43.9 

35.4 

34.5 

41.8 

25.9 

14. 1 

ASF 

43.7 

35.2 

34.4 

41.1 

25.5 

14.1 

PEMA2 

62.5 

49.3 

40.6 

82.5 

57.4 

13.8 

CA  OM.Y 

35.9 

55.3 

14.8 

31.7 

7.3 

22.3 

ASF 

35.7 

55.5 

14.9 

31.7 

7.2 

22.2 

PEMA2 

SO.O 

44.8 

9.8 

33.8 

12.8 

25.5 

Figure  A-2-A-7 
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NCIRS  REQ  AS  <<4  X OF  TOT  AL  REQ  BY  COST  CAT 

MI  COM 

1 076  save  aovt.  4ove.  7T  iqyy 

CUSTOMER  CATEGORY 


TOTAL  MSC 

7.3 

7.4 

4.7 

9.6 

7.8 

6.3 

ASF 

A. 7 

5.0 

3.4 

6.9 

5.9 

A. A 

PEMA2 

13.5 

12.6 

6.6 

1 A.  6 

11.0 

10.1 

U.S.  ONLY 

9.6 

9.7 

12.0 

11.6 

10.  1 

9.6 

ASF 

6.2 

6.8 

8.  1 

9.  1 

7.7 

7.  1 

PEMA2 

16.  A 

14.8 

19.3 

15.4 

13.9 

13.8 

IL  ONLY 

1.0 

0.8 

0.2 

1.1 

0.J 

0.6 

ASF 

0.9 

0.8 

0.2 

0.8 

0.6 

0.5 

PEMA2 

1.4 

0.8 

0.2 

3.0 

1.1 

0.9 

IL  PROGRAM  CATEGORY 

FMS  ONLY 

0.3 

0.2 

0.0 

0.3 

0.0 

0.0 

ASF 

0.3 

0.2 

0.0 

0.21/ 

0.0 

0.0 

PEMA2 

0.5 

0.2 

0.0 

0.8 

0.0 

0.0 

SSA  ON.Y 

2.0 

3.2 

1.8 

3.7 

1.8 

2.6 

ASF 

1.6 

3.1 

1 . A 

3.3 

1.1 

1.9 

PEMA2 

7.4 

A.  1 

3.2 

5.4 

5.5 

8.3 

CA  ONLY 

2. 1 

0.0 

0.7 

0.  1 

0.0 

0.0 

ASF 

0.0 

0.0 

0.8 

0.  1 

0.0 

0.0 

PEMA2 

25.0 

0.0 

0.0 

2. A 

0.0 

0.0 

y Exiaplt:  In  4Q  FY  76,  .2  percent  of  ell  FIS  requisition!  for  ASF-funded  repair  parte  carried  MORS 
designators. 


ORC 

1Q76  SQVC.  3Q7<>  A07E  7T  1 077 

CUSTOrER  CATECQRY 


TOTAL  MSC 

7.5 

7.3 

6.6 

8.  1 

8.  3 

7.7 

ASF 

7.  1 

6.9 

6.4 

7.7 

8.0 

7.3 

PEMA2 

12.0 

11.9 

9.4 

13.7 

13. 1 

12.6 

U.S.  ONLY 

7.9 

7.7 

7.5 

8.6 

8.9 

8.3 

. ASF 

7.5 

7.3 

7.  1 

8.2 

8.5 

7.9 

PEMA2 

12.9 

12.7 

14.2 

14.2 

14.4 

14.3 

IL  ONLY 

0.9 

1.1 

0.6 

0.7 

0.5 

0.7 

ASF 

0.9 

1.0 

0.7 

0.7 

0.  1 

0.6 

PEMA2 

1.5 

1.6 

0.3 

2.0 

1.0 

1.1 

IL  PROCRAM  CATECORY 

. FMS  OM-Y 

0.4 

1.1 

0.5 

0.7 

0.2 

0.4 

ASF 

0.4 

1.1 

0.6 

0.7 

0.2 

0.4 

PEMA2 

0.4 

1.3 

0. 1 

1.4 

0.1 

0.4 

SSA  ONLY 

1.8 

1.5 

1.0 

1.3 

0.8 

1.7 

ASF 

1.7 

1.4 

0.8 

1.1 

0.6 

1.4 

PEMA2 

4.3 

3.2 

2.6 

4.3 

4.0 

5.1 

CA  ONLY 

1.0 

0. 1 

0.6 

0.2 

0.5 

0.4 

ASF 

0.7 

0.1 

0.6 

0.2 

0.5 

0.4 

POAA2 

4.4 

0.0 

0.0 

O.S 

1.0 

0.0 

1 1 

(Figure  A-2-A-8 
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NCJRS  REO  AH  A X CW=-  TOTAL.  REQ  BY  CUBT  CAT 


Ecan 


1 G76 

SQ76 

3076 

AQVfe 

7T 

1 077 

CUSTOMER  CATEGORY 

TOTAL  NSC 

3.0 

S.7 

8.7 

3. 5 

4.  1 

4.0 

ASF 

3.1 

S.fc 

3.  A 

3.S 

3.7 

3.3 

PEHA8 

S.7 

S.9 

3.8 

4.3 

5.4 

6.S 

ill 

U.S.  GT4.Y 

3.1 

8.7 

S.8 

3.7 

4.S 

4.  1 

ASF 

3.S 

S.7 

3.4 

3.4 

3.8 

3.4 

PEMA3 

S.8 

3.0 

3.8 

4.4 

5.5 

6.4 

IL  ONLY 

0.7 

0.8 

0.8 

0.3 

O.S 

0.5 

ASF 

0.7 

O.S 

O.S 

0.3 

0. 1 

0.3 

PENAS 

0.7 

S.O 

3.5 

0.4 

0.6 

1.3 

u 

IL  PROGRAM  CATEGORY 

- 1 

FHS  OM_Y 

O.S 

0.9 

1.3 

0.4 

0. 1 

O.S 

X 1 

ASF 

O.S 

0.7 

0.5 

0.4 

0. 1 

O.S 

PEMA8 

0.0 

S.l 

10.3 

1.1 

0.3 

8.1 

SSA  ONLY 

1.9 

1.1 

O.S 

0.  1 

0.5 

0.8 

ASF 

1.9 

0.3 

0.6 

0. 1 

0.3 

0.7 

PENA2 

S.  1 

3.8 

0.0 

0.0 

1.5 

0.9 

GA  DALY 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

ASF 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

PENAS 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

1 ACUM 


X Q76  5<176 


3fl76  4Q76 


7T  1Q7Y 


CUSTOMER  CATEGORY 


TOTAL  HSC 

6.7 

6.8 

ASF 

6.4 

6.5 

PFMA8 

30.1 

33.  3 

U.S.  OA.Y 

7.0 

7.3 

ASF 

6.7 

6.8 

PEMA8 

33. 0 

34.9 

IL  ONLY 

0.0 

0.2 

ASF 

0.0 

O.S 

PE.iA8 

0.0 

0.0 

IL  PROGRAM  CATEGORY 

EMS  OLY 

0.0 

0.1 

ASF 

0.0 

0.1 

PEMA3 

0.0 

0.0 

SSA  OLY 

1.3 

0.5 

ASF 

1.3 

0.6 

PENAS 

1.6 

0.0 

CA  CJTLY 

0.0 

0.0 

ASF 

0.0 

0.0 

PCMAS 

0.0 

0.0 

6.6 

7.8 

8.3 

7.7 

6.4 

7.5 

8.0 

7.5 

37. S 

39. 1 

36. 1 

36.3 

7.3 

8.4 

8.8 

8.3 

6.9 

8. 1 

8.5 

8.0 

30.1 

31.6 

38.3 

37.8 

0.1 

0.1 

0.1 

0.3 

0.1 

0. 1 

0. 1 

0.3 

0.0 

0.9 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.4 

0.5 

0.3 

1.1 

0.4 

0.4 

0.3 

1.1 

0.0 

4.8 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Figure  A-2-A-8 
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PERCENT  OF  REQU 131 T I ON3  NOT  DUE  NOW 


MI  COM 


~re- 


CUSTOMER  CATEGORY 


TOTAL  MSC 

6.5 

6.4 

47.  1 

4.6 

11.6 

S3.0 

ASF 

3.  8 

6.0 

41.3 

4.3 

6.5 

as.  3 

PEMA2 

ia.7 

7.3 

55.8 

5. a 

SO.  1 

24.3 

U.S.  ONLY 

3.8 

1.4 

0.8 

a. 5 

S.O 

a.  3 

ASF 

0.6. 

o.e 

0.8 

1.5 

0.7 

0.8 

PEMAS 

10. A 

3.4 

0.8 

3.9 

4.1 

4.9 

il  only 

13.9 

SO. 6 

74.9 

13.5 

40.8 

58.3 

ASF 

11. A 

18.9 

€-3.6 

ia.  1 

S3.S 

53.e 

PEMA2 

22.8 

E7.8 

83.4 

85.3 

73.8 

73.4 

. PROGRAM  CATECORV 

FMS  ON.V 

S3. 9 

S6.5 

86.3 

55.  3 

69.7 

78.4 

AS r 

as.  9 

24. 7 

83.8 

ai.8 

49.  S 

76.4 

PEMAr? 

as.  o 

33.0  V 

89.  1 

46.4 

9S.S 

88.8 

SSA  ONLY 

0.0 

0.0 

0.0 

0. 1 

0.0 

0.5 

ASF 

0.0 

0.0 

0.0 

0.  1 

0.0 

0.4 

PEM  A2 

0.0 

0.0 

0.0 

0.0 

0.0 

1.8 

CA  ONLV 

0.0 

11.7 

14.2 

10.9 

0.0 

ee.9 

ASF 

0.0 

11.8 

IS. 7 

10.3 

0.0 

37.0 

PEMA8 

0.0 

8.3 

33.3 

50.0 

0.0 

0.0 

1/  Ciapli:  In  2<J  n 76,  only  33  percent  of  F76  PEMA2  requisitions  were  filled  front  future  procureaent  action!. 
Atteapt*  were  made  to  fill  the  other  67  percent  of  requisition!  from  existing  assets. 


CUSTOMER  CATECORV 


TOTAL  MSC 

1.5 

1.7 

6.3 

1.5 

1.9 

a.8 

ASF 

1.3 

1.6 

4.3 

1.4 

1.5 

a.  3 

PEMA8 

4. a 

8.6 

27.7 

a. a 

7. 1 

9.7 

U.S.  ONLY 

0.4 

O.S 

0.2 

0.3 

0.3 

o.a 

ASF 

o.a 

0.  1 

0.2 

o.a 

0.2 

0.  1 

PEMA3 

3.0 

1.0 

0.3 

1.5 

1.4 

1.9 

IL  ONLY 

19.8 

aa.9 

48.9 

17.5 

23.7 

31.0 

ASF 

i9.a 

aa.9 

39.3 

17.4 

19.9 

a7.4 

PEMAS 

19.0 

as.  6 

80.3 

80.4 

59.4 

68.6 

L PROGRAM  CATEGORY 

FMS  ONLY 

31.1 

35. 2 

63.2 

26.9 

48.0 

43.0 

ASF 

31.7 

35.4 

53.  3 

26.6 

36. 1 

38.5 

FEMAS 

as.  8 

33.3 

87. 8 

37.2 

79.5 

77.  a 

SSA  ONLY 

3.0 

0.9 

0.4 

0.1 

0.1 

0.3 

ASF 

3.S 

0.9 

0.4 

0.1 

0.1 

o.a 

PEMAS 

o.a 

0.0 

0. 1 

0.0 

o.a 

1.3 

CA  0M.Y 

7.2 

15.8 

22.5 

9.5 

13.4 

10.5 

ASF 

7.7 

16.4 

28.9 

9.6 

13.3 

11.1 

PEMAS 

2.5 

4.7 

12.0 

7.  A 

16.3 

a.i 

(Figure  A-2-A-9  Continued  on  Next  Page) 
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PERCENT  OF  RE  CJU I £i  I T I CINE*  NOT  OLJbL  NCJUI 


1076 

3076 

3JO 

4076 

7T 

1 077 

CUSTOMER  CATEGORY 

TOTAL  MSC 

1.1 

0.8 

0.4 

1.1 

1.0 

1.1 

ASF 
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0.0 

100.0 

50.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 
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83, 4 

85.0 

85.3 

85.5 

86.fi 

87.6 

83.4 

84.9 

85.4 

85.4 

86.4 

87.5 

84. 1 

87.0 

84.9 

BC..4 

8fi.  1 

89.1 

83.5 

85.  1 

85.4 

85.5 

86.fi 

87.6 

83.5 

84.9 

85.4 

85.4 

86.4 

87.5 

84. S 

87.0 

84.9 

86.4 

Bfi.l 

89. 1 

58.3 

59.  3 

62. s 

79.fi 

55.6 

75.5 

59.3 

59.3 

62.5 

76.fi 

55.6 

75.5 

0.0 

0.0 

0.0 

100.0 

0.0 

0.0 

0.0 

100.0 

100.0 

100.0 

100.0 

0.0 

0.0 

100.0 

100.0 

100.0 

100.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

58.3 

50.0 

60.0 

68.4 

43.8 

75.5 

S9.3 

50.0 

60.0 

62.5 

43.8 

75.5 

0.0 

0.0 

0.0 

100.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 
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RECJUISITiaNa  CRM  backorder 


1076 

2076 

3Cj"/e 

4076 

VT 

1 077 

CUSTOMER  CATEGORY 

TOTAL  use 

9810 

9147 

8690 

8131 

10781 

12255 

ASF 

5700 

5001 

4124 

3684 

4770 

5191 

PEMA2 

4110 

4146 

4566. 

4447 

€.011 

706-4 

U.S.  ONLY 

8397 

7736 

6828 

6738 

7341 

9102 

ASF 

4703 

4033 

3703  * 

3076 

2926 

2832 

3631 

PEMA2 

3694 

3752 

3812 

4509 

5471 

IL  ONLY 

1413 

1411 

1865 

1393 

3440 

3153 

ASF 

997 

968 

1048 

758 

1938 

1560 

PEMA2 

416 

443 

814 

635 

1502 

1593 

IL  PROGRAM  CATEGORY 

FMS  ONLY 

4*8 

428 

488 

476 

5334 

1816 

ASF 

162 

137 

144 

136 

1166 

694 

PEMA2 

286 

291 

344 

340 

1168 

1122 

SSA  OM.Y 

933 

958 

1329 

883 

1068 

1590 

ASF 

81S 

813 

885 

611 

7S6 

843 

PEMA2 

123 

145 

444 

272 

312 

447 

GA  ONLY 

27 

25 

45 

34 

38 

47 

ASF 

20 

18 

19 

u 

16 

23 

PEMA2 

7 

7 

26 

23 

22 

24 

1/  Exaapli: 

In  2Q  FT  76,  3, 

,703  Individual  US  requisitions  for  PEMA2 

-funded  repair  parte  could  not  be 

filled 

fron  available 

assets  and  were  placed 

on  backorder. 

DRC 

1076 

3076 

3Q76 

4Q76 

7T 

1 077 

CUB10MLR  CATEGORY 

TOTAL  MSC 

181424 

163133 

140320 

142760 

144456 

151876 

ASF 

159361 

140953 

122710 

125565 

124650 

131319 

PEMA2 

22063 

22180 

17610 

17195 

19806 

20557 

U.S.  ONLY 

167035 

148480 

127029 

190871 

12-3577 

135192 

ASF 

146355 

127831 

111275 

1 15230 

1122*2 

117198 

PEMA2 

20680 

20649 

15754 

15641 

17335 

17994 

IL  ONLY 

14389 

14653 

13291 

11889 

14879 

16-684 

ASF 

13006 

13122 

11435 

10335 

12408 

14121 

PEMA2 

1383 

1531 

1856 

1554 

2471 

2563 

IL  PROGRAM  category 

FMS  OM.Y 

2827 

5645 

2652 

5540 

4339 

4623 

ASF 

2232 

2037 

1983 

1855 

2761 

3071 

PEMA2 

595 

608 

€>€■9 

685 

1578 

1552 

SSA  ONLY 

9555 

10041 

9047 

7952 

9278 

10717 

ASF 

8957 

928 S 

8028 

7240 

8553 

9859 

PEMA2 

598 

756 

1019 

712 

725 

863 

CA  ONLY 

2007 

1967 

1592 

1397 

1262 

1344 

ASF 

1817 

1800 

1424 

1240 

1094 

1191 

PEMA2 

190 

167 

168 

157 

168 

153 

(Figure  A-2 

-A-15  Continued  on  Next 

Page) 
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P»ECilJie»n  1 orsis  ON  BACKOWDtN 


EC  01*1 

1076  2076  3«7S  4076  7T  1<J7V 


CUSTOftR  CATEGORY 


TOTAL  M5C 

42S22 

37001 

301  wa 

29330 

32194 

31731 

39933 

3570s 

227 i?8 

8306-9 

24805 

34463 

PEMA3 

13590 

1 1796 

7394 

6462 

7389 

736-8 

U.S.  ONLY 

40730 

35764 

88636 

38361 

31056- 

306-26 

ASF 

28561 

£4356 

81668 

aaiai 

23932 

33615 

PEMAa 

13339 

11408 

7083 

6340 

7134 

7011 

IL  ONLY 

173a 

1737 

I486 

1169 

1138 

1 105 

ASP 

1371 

1343 

1 120 

947 

873 

248 

PEiiAa 

361 

388 

366. 

333 

365 

357 

. PROGRAM  CATEGORY 

FMS  OU.Y 

4a7 

398 

346 

373 

405 

438 

ASF 

326 

316 

364 

397 

302 

300 

PF.MA2 

io; 

B? 

82 

75 

103 

138 

SBA  ONLY 

879 

9bl 

90f. 

603 

534 

482 

ASF 

707 

71  1 

678 

490 

41  1 

393 

PENA2 

178 

240 

22B 

113 

123 

89 

GA  ONLY 

436 

388 

334 

194 

199 

185 

ASK 

338 

3aa 

178 

160 

16-0 

155 

PEMA2 

88 

66 

56 

34 

39 

30 

TACOM 


love.  sore-  auve  40/6 


7T  1 O W 


CUSTOMER  CATEGORY 


TOTAL  MSC 

539  ro 

51093 

44318 

ASF 

536-71 

496.73 

4**854 

PEMA2 

1399 

1410 

1464 

U.S.  OLV 

47507 

44268 

38403 

ASK 

46530 

43319 

37294 

PEMA2 

977 

1049 

1109 

IL  ONLY 

6463 

6815 

5915 

ASF 

6141 

6454 

566-0 

PEMA2 

333 

361 

355 

IL  PROGRAM  CATEGORY 

FMS  ONLY 

1357 

1140 

10SR 

ASF 

1 133 

995 

937 

PEMA3 

135 

145 

161 

6SA  ONLY 

4693 

5148 

4238 

ASK 

4539 

4974 

40  UK- 

PEMA2 

153 

174 

153 

CA  OCY 

514 

5 37 

639 

ASK 

480 

485 

547 

PEMA3 

34 

43 

42 

45319 

43959 

489\>0 

43931 

4251*6 

4764b 

1368 

1 37  3 

1345 

39870 

37/34 

41 169 

38811 

36/13 

40192 

1059 

1021 

977 

5449 

6225 

7821 

5120 

5H/3 

7453 

339 

352 

368 

776 

/87 

1260 

638 

613 

1103 

148 

174 

157 

4174 

5010 

6163 

4035 

48/4 

6007 

139 

136 

156 

499 

428 

399 

457 

336 

343 

43 

42 

55 

Figure  A-2-A-15 
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PERCENT 

OF-'  BACKORUliR 

S3  OVfcR 

SO  DAYS  CJI — D 

MI  COM 

1076 

2076 

3CJV€> 

4076 

7T 

107^/ 

CUSTOMER  CATEGORY 

TOTAL  MSC 

47.6 

50. 1 

46.8 

48.0 

56.1 

50.7 

ASF 

*4.4 

48.9 

48.? 

47.5 

54.2 

46.7 

PEWA2 

ss.o 

51.6 

45.6 

48.4 

57.6 

53.7 

U.S.  ONLV 

45.9 

47.5 

44.3 

41.0 

43. 1 

40.4 

ASF 

43.7 

46.5 

45.  S 

39.  S 

38.5 

36.7 

PEMAS 

48.7 

48.5 

43.4 

4?. 4 

46. 1 

42.9 

TL  ONLY 

57. 5 

64.8 

55.8 

B1.8 

83.8 

80.4 

ASF 

47.4 

58.9 

55.8 

79.4 

77.4 

70.1 

PEMA2 

81.7 

77.9 

55.8 

84.6 

92.  1 

90.5 

IL  PROGRAM  CATEGORY 

FMS  ONLY 

91.3 

95. 1 

93.? 

96.4 

100.0 

99.9 

100.0  4' 

ASP 

85. S 

96.4 

83.3 

90.4 

99.9 

PEMA? 

94.8 

94.5 

97.4 

98.8 

100.0 

99.9 

SSA  ONLY 

40.7 

50.7 

41.? 

73.4 

48.5 

52.2 

ASF 

39.1 

51.8 

50.8 

76.8 

43.0 

44.6 

PEMAS 

51.  S 

44.8 

??.  1 

65. 8 

61.9 

66.7 

CA  OL.Y 

81.5 

88.0 

80.0 

94.  1 

84.2 

97.9 

ASF 

80.0 

94.4 

78.9 

90.9 

62.5 

100.0 

PEMA2 

85.7 

71.4 

80.8 

95. 7 

100.0 

95.8 

1/  Ei^li:  In  IQ  FT  77,  100  parent  of  IL  FIC 

IT 

backorder,  for  ASF-funded  repair,  part.  war.  over 

90  days  old. 

DRC 

1076 

2076 

3076 

40/6 

7T 

i qvv 

i 1 

CUSTOMER  CATEGORY 

. total  msc 

45.7 

49.0 

51.8 

45.4 

47.4 

47.9 

ASF 

45. S 

47.7 

50.3 

44.9 

46.0 

46.7 

PEMAS 

49.9 

56.9 

58.  1 

49.? 

56.0 

55.7 

U.S.  OH.Y 

44.1 

47.0 

49.5 

42. 9 

44.8 

45.3 

ASF 

43.5 

45.6 

48.5 

4?.  6 

43.8 

44.4 

1 

PEMAS 

48.1 

55.5 

56.6 

45.6 

51.2 

51.3 

IL  CN-Y 

65.0 

69.4 

73.8 

72. 4 

69.8 

68.7 

ASF 

63.7 

68.7 

74.? 

70.5 

65.8 

65.5 

| 

PEMAS 

76.9 

75.3 

71.3 

84.9 

89.7 

86.5 

IL  PROCRAM  CATEGORY 

FMS  OH.Y 

76.2 

91.4 

92.  8 

95.7 

99. 1 

80. 1 

| 

ASF 

71.5 

90.8 

92.  S 

95.4 

98.8 

72.2 

| | 

PEMAS 

93.9 

93.4 

94.6 

96.4 

99.6 

95.9 

SSA  ONLY 

59.2 

63.5 

67.  1 

64.6 

55.3 

62.8 

ASF 

59.0 

63.7 

63.5 

63.4 

54.2 

62.2 

PEMAS 

62.4 

61.2 

55.3 

76.4 

70.5 

70.2 

CA  CM-Y 

76.7 

70.0 

80.  S 

74. 2 

74.0 

76.9 

ASF 

77.4 

69.7 

BO.  7 

74.  3 

73.  1 

76.2 

PEMAS 

69.5 

73.1 

75.6 

73.2 

79.8 

82.4 

1 

(Figure  A-2-A-16  Continued  on  Next  Page) 
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BACKI  lUBUR 

S3  OVKK 
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fcCLIM 

1 076 

eo/fc. 

vx 

1 ow 

CUSTOMER  CATEGORY 

total  msc 

5a.  s 

58.6 

58.  3 

51.5 

53.  a 

57. 9 

ASF 

53.7 

57.  1 

56.9 

S3.  3 

53.5 

59.  a 
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SO. 4 

61.9 
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Ab.e 

52.  1 

53.5 

U.S.  ONLY 

51.6 

57.9 

57.  3 

50.  3 

51.8 

S7.  1 

AST 

5a.  a 

56.  a 

59.8 

&a.  i 
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58.  A 

PE MAS 

49.7 

ei.6 

61.8 

43.8 

50.6 

53.5 

IL  ONLY 

80.9 

73.6 

78.  S 

80.8 

90. S 

82.0 

ASF 

sa.  6 

74.  S 

76.8 

80.  1 

89.7 

82.4 

pema3 

74. 8 

70.  e. 

83.6 

83.8 

93.2 

80.  S 

IL  PROGRAM  CATEGORY 

f-  MS  ONLY 

89.9 

89.  e 

90. S 

90.6 

99.  3 

£5. a 

ASF 

91.1 

90.8 

69.0 

90.9 

99.0 

88.3 

PE  MAO 

86. 1 

82.9 

96-.  3 

89.3 

100.0 

78.3 

SSA  GM_Y 

76.0 

€-4.4 

71.9 

/6.3 

87.3 

78.8 

ASF 

76.9 

64.  1 

£9.8 

74.9 

86 . 9 

76.6 

PEMAO 

73. 1 

65.0 

78.  1 

63.3 

88.8 

88.8 

CA  only 

Bcr.a 

80.4 

85.9 

76.3 

81.4 

83.7 

ASF 

86. 1 

81.  A 

8S.4 

76.3 

79.4 

85. 8 

PEMA2 

67.0 

75.8 

87.  S 

76.5 

69.  7 

60.7 

XA.COM 

lQYfe 

aovt. 

3<J  Vif. 

A076- 

7 r 

X 077 

CUSTOMER  CATEGORY 

TOTAL  MSC 

A1.9 

44.  1 

44.8 

38.6 

40.0 

40.  R 

ASF 

41.6 

43.7 

44.  3 

38.0 

33.6 

AO.  3 

PEMAa 

5A.7 

59.8 

58.9 

56.9 

53.3 

56.4 

U.S.  ONLY 

39.3 

40.0 

3-3.6 

34.4 

36. 2 

36.  4 

AS r 

3-3.3 

39.7 

39.  3 

34.  1 

36.0 

36.  1 

pema3 

43.5 

51.6 

49.8 

A7.a 

41. 3 

47.0 

IL  ONLY 

61.1 

71. a 

78.5 

68.9 

63.2 

64.  1 

AST 

59.7 

70.5 

77.9 

67.6 

61.8 

63.3 

PEMA3 

88.8 

83.  7 

87.3 

88. 1 

87.5 

81.3 

IL  PROGRAM  CATEGORY 

fms  only 

58.0 

93.7 

98.7 

98. 1 

98.  1 

57.1 

ASF 

53. 1 

93.0 

99.  1 

98.  1 

50.4 

51.7 

PEMAa 

98.5 

98.6 

96.3 

98.0 

97.  1 

9A.9 

SSA  ON.Y 

60. a 

67.9 

74.0 

63.6 

56.  4 

6A.5 

ASF 

59.5 

67.7 

73.7 

61.9 

55.  3 

E4.4 

pema3 

80.4 

73.0 

8A.  3 

ea.o 

75. 7 

7i.  a 

CA  ONLY 

77.8 

54.6 

73. 3 

76. 0 

79.0 

78.9 

ASF 

77. 1 

53.8 

73.5 

76.  1 

7a.  a 

bo.  a 

PEMAa 

88.3 

76.  a 

6A.  3 

73.8 

85.7 

70.9 
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SPECIAL  ESG  INDEX  CHARTS 


FiRure 

Page 

A-2-B-1 

ESG  Special  Index 

Analysis 

A-2-B-3 

A-2-B-2 

Demand  Index  1 

A-2-B-7 

1 A-2-B-3 

Demand  Index  2 

A-2-B-9 

A-2-B-4 

Demand  Index  3 

A-2-B-11 

■ A-2-B-5 

Demand  Index  4 

A-2-B-] 3 

1 A-2-B-6 

Demand  Index  5 

A-2-B-15 

■ 

A-2-B-7 

Demand  Index  6 

A-2-B-17 

| A-2-B-8 

Demand  Index  7 

A-2-B-19 

A-2-B-9 

Demand  Index  8 

A-2-B-21 

* A-2-B-10 

Performance  Index 

1 

A-2-B-23 

| A-2-B-11 

Performance  Index 

2 

A-2-B-25 

ft 

A-2-B-12 

Performance  Index 

3 

A-2-B-27 

| A-2-B-13 

Performance  Index 

4 

A-2-B-29 

A-2-B-14 

■> 

Performance  Index 

5 

A-2-B-31 

! A-2-B-15 

Performance  Index 

6 

A-2-B-33 

I 

I 

I 

: 


This  tab  presents  1A  special  indexes  developed  by  ESC  (Figures 
A-2-B-2  through  A-2-B-15) . The  indexes  reflect  IL  activity  within  an 
MSC  and  within  the  total  supply  system  (i.e.,  0ARCOM  rcll-up) , by  cus- 
tomer category  and  fund  category.  Figure  A-2-B-1  is  an  analysis  summary 
of  the  special  indexes.  It  describes  the  type  of  information  that  can 
be  obtained  from  each  index. 

Only  M1C0M  and  DARCOM  demand  and  performance  data  are  displayed  first 
to  show  how  dramatic  IL  impacts  in  one  MSC  can  be  dampened  in  aggregated 
supply  system  data  displays.  ECOM  and  TACOM  data  are  then  displayed  to 
show  how  IL  activity  intensity  changes  between  MSCs.  IL  impact  evaluations 
must  consider  both  the  intensity  of  IL  activity  at  the  particular  MSC  and 
the  peculiarities  of  the  MSC' s management  environment. 

The  PAA  secondary  fund  category  is  identified  as  PEMA2  to  coincide 
with  popular  usage.  The  "FMS  Only"  line  is  a roll-up  of  CSP,  BOE,  and 


other  defined-line  cases. 


FS 


Type 

of 

Index 

Index 

Explanation 

of 

Index 

Potential  Significance 
of 

Index 

. ESG 

Demand  Index  1 . 

Percent  of  requisitions 
received  by  fund  category 
(US  only  base). 

. Represents  IL  workload  as  a 
percentage  of  US  activity. 

. Indicates  increased  work- 
load on  US  supply  system 
caused  by  IL. 

2 ESC  Demand  Index  2. 

Percent  dollar  value  of  requi- 
sitions by  fund  category 
(US  only  base). 


Represents  dollar  value  of 
IL  repair  part  orders  as 
a percentage  of  US  activity. 


3 ESG  Demand  Index  A. 

Percent  dollar  value  of  requi- 
sitions due  now  by  fund  cate- 
gory (total  MSC  base). 


Represents  dollar  value  of 
repair  part  orders  MSC  fills 
Immediately. 

Reflects  US  and  CLSSA  orders 
which  must  be  filled  under 
Uniform  Materiel  Movement 
and  Issue  Priority  System 
(UMMIPS)  schedules  and  FMS 
orders  the  MSC  elects  to 
fill  now  from  assets  on  hand 
above  the  reorder  point. 


A ESG  Demand  Index  A. 

IL  only  average  dollar  value 
due  now/US  only  average  dollar 
value  due  now  (by  fund  cate- 
gory) . 


Represents  value  of  typical 
IL  requisition  compared  to  a 
typical  US  requisition  by 
fund  category. 


5 ESG  Demand  Index  5.  . Compares  actual  numbers  of 

IL  only  high-priority  requi-  IL  and  US  high-priority 

sltlons/US  only  high-priority  ' requisitions  (IPD  01-08). 
requisitions  (by  fund  cate- 
gory). 


Indicates  increased  work- 
load on  US  supply  system 
caused  by  IL. 

Indicates  which  US  budget 
process  is  most  affected 
by  IL. 

Indicates  magnitude  of  CLSSA 
orders . 

Indicates  magnitude  of  FMS 
orders  filled  immediately 
rather  than  being  delayed  a 
delivery  leadtime. 


Indicates  IL  ordering 
pattern. 

Indicates  possible  IL/US 
competition  for  assets. 


Indicates  extent  and 
location  of  US/IL  competi- 
tion for  available  assets. 


6 ESG  Demand  Index  6. 

IL  only  NORS  requisitions/ 
US  only  NORS  requisitions 
(by  fund  category). 


Compares  actual  numbers  of 
IL  and  US  NORS  requisitions. 


Indicates  extent  and  loca' 
tion  of  US/IL  competition 
for  available  assets. 


7 ESG  Demand  Index  7. 

Other  customer  requisitions 
manually  processed/US  only 
requisitions  manually  pro- 
cessed (by  fund  category). 


Compares  actual  numbers  of 
IL  and  US  requisitions 
manually  processed. 


. Indicates  Increased  work- 
load of  manually  processed 
requisitions  caused  by  IL. 
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Potential  Significance 
of 

Index 

ECOM 

Interpretation 
of  Data, 

MICOM 

TARCOM 

. Indicates  Increased  work- 
load on  US  supply  system 
caused  by  IL. 

. IL  causes  3%  Increase. 

. CLSSA  causes  less  than  1% 
increase. 

. IL  causes  35%  average 
increase . 

. Surprisingly  CLSSA  ASF 
increase  is  about  20%, 
almost  A times  the  CLSSA 

PEMA2  increase. 

. IL  causes  7%  Increase. 

& PEMA2  split  is  even, 
is  unusual  for  TARCOM. 

. CLSSA  portion  is  only  15 

. Indicates  Increased  work- 
| load  on  US  supply  system 
caused  by  IL. 

. Indicates  which  US  budget 
process  is  most  affected 
by  IL. 

. CLSSA  sales  are  stable  at  1% 
of  MSC  sales. 

. FMS  business  is  erratic. 

FMS  ASF:  PEMA2  ratio  is  A 
to  1. 

. IL  causes  10’/.  sales  increase. 

. FMS  sales  are  erratic. 

. IL  sales  cause  20%  PEMA2 
and  70%  ASF  increase.  Over- 
all IL  causes  32%  Increase. 

. CLSSA  peaks  at  6-month  cycle. 

. FMS  sales  are  erratic. 

. CLSSA  ASF/PEMA2  split  is 
almost  even.  CLSSA  peak 
6-month  cycle. 

. IL  causes  33%  average 
Increase. 

■ Indicates  magnitude  of  CLSSA 
orders . 

. Indicates  magnitude  of  FMS 
orders  filled  immediately 
rather  than  being  delayed  a 
( delivery  leadtime. 

. FMS  trend  is  up.  5 + % of 

FMS  orders  are  filled  now. 

About  15%  of  ASF  orders  and 

1%  of  PEMA2  orders  are  filled 

now. 

. CLSSA  causes  less  than  1% 

increase.  CLSSA  trend  is  down. 

. FMS  orders  are  erratic.  FMS 

ASF  larger  than  PEMA2. 

. CLSSA  trend  is  up.  CLSSA 
orders  peak  on  6-month 
cycle.  CLSSA  caused  20%  ASF 
increase  and  only  3%  PEMA2 
Increase. 

. Overall  IL  increase  is  about 
15%. 

. CLSSA  orders  peak  at  6-ir 
intervals . 

. FMS  orders  cause  11A%  PE 
increase.  FMS  trend  is 
. Overall  IL  causes  18% 
average  Increase. 

. Indicates  IL  ordering 
pattern. 

. Indicates  possible  1L/US 
competition  for  assets. 

, CLSSA  orders  are  1.5  larger 
than  US.  Semiannual  cycle  shows 
slightly  in  CLSSA. 

. PEMA2  FMS  orders  are  at  least  3 
times  larger  than  US. 

. CLSSA  orders  average  l.A 
larger  than  US.  Semiannual 
pattern  does  not  show. 

. No  pattern  between  ASF/PEMA2. 

. FMS  orders  are  erratic. 

. CLSSA  orders  are  normal! 

times  larger  than  US. 

. CLSSA  orders  peak  at  9 t 
US  value  on  semiannual  c 

. Indicates  extent  and 

location  of  US/IL  competi- 
tion for  available  assets. 

. IL  CLSSA  caused  only  1%  increase 
in  high  priority. 

. Overall  IL  stable  at  3%  Increase. 

. IL  high-priority  rate 
erratic. 

. CLSSA  caused  about  a 6% 
Increase. 

. CLSSA  caused  1.5%  incre: 

. Overall  IL  stable  at  A,.' 
Increase. 

. Indicates  extent  and  loca- 
tion of  US/IL  competition 
for  available  assets. 

. IL  caused  Increase  often  less 
than  .5%. 

. CLSSA  caused  2%  increase. 

Added  to  effects  of  erratic 
demand  patterns  and  small 
inventories,  this  could  be 
significant. 

. Less  impact  than  at  ECO! 

. Indicates  Increased  work- 
load of  manually  processed 
requisitions  caused  by  IL. 

. IL  caused  about  10%  Increase. 

. 1st  Qtr  shows  jump  to  32%  Increase. 

. IL  caused  an  average  75% 
Increase. 

. Increases  occur  erratically. 
Range  is  from  A6X  to  578% 
Increase, 

. IL  caused  almost  a 100% 
Increase. 

. PEMA2  increase  was  only 

(Fig 

1 

9^ 
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Interpretation 
of  Data, 

MICOM 

TARCOM 

Total  US 

Supply  System 
(DARCOM  Roll-up) 

e . 

an  IX 

. IL  causes  35Z  average 

Increase. 

. Surprisingly  CLSSA  ASF 
increase  is  about  20Z, 
almost  4 times  the  CLSSA 

PEMA2  Increase. 

. IL  causes  7Z  Increase.  ASF 

6 PEMA2  split  is  even.  This 
is  unusual  for  TARCOM. 

. CLSSA  portion  is  only  1Z. 

. US  system  Increase  averages 

7Z.  FMS  causes  5Z;  CLSSA 
causes  2Z. 

. FMS  PEMA2  Increase  is  twice 
ASF.  CLSSA  has  even  ASF/ 

PEMA2  split. 

. IL  PEMA2  concentration 
requires  good  CRDD  deter- 
mination procedures  and  good 
CLSSA  policy. 

le  at  IX 

itic. 

Lo  Is  4 

Increase. 

. FMS  sales  are  erratic. 

. IL  sales  cause  20Z  PEMA2 
and  70Z  ASF  increase.  Over- 
all IL  causes  32Z  Increase. 

. CLSSA  peaks  at  6-month  cycle. 

. FMS  sales  are  erratic. 

. CLSSA  ASF/PEMA2  split  is 
almost  even.  CLSSA  peaks  at 
6-month  cycle. 

. IL  causes  33Z  average 

Increase . 

. US  system  Increase  averages 
17Z.  FMS  causes  13Z;  CLSSA 
causes  4Z. 

. High  FMS  indicates  need  for 
good  CRDD  determination  pro- 
cedures and  COCP  operation. 

+ Z of 
id  now. 
iers  and 
ire  filled 

lan  1Z 

ind  Is  down. 

. FMS  orders  are  erratic.  FMS 
ASF  larger  than  PEMA2. 

. CLSSA  trend  is  up.  CLSSA 
orders  peak  on  6-month 
cycle.  CLSSA  caused  20Z  ASF 
increase  and  only  3Z  PEMA2 
increase. 

. Overall  IL  increase  is  about 
15Z. 

. CLSSA  orders  peak  at  6-month 
Intervals. 

. FMS  orders  cause  114Z  PEMA2 
Increase.  FMS  trend  is  down. 

. Overall  IL  causes  18Z 
average  increase. 

. US  system  increase  averages 
10%.  FMS  causes  5% ; CLSSA 
causes  5%. 

. DARCOM  stated  FMS  ASF  increase 
resulted  from  efforts  to 
generate  ASF  funds. 

. CLSSA  PEMA2  increase  is  only 
2Z. 

5 larger 

1 cycle  shows 

e at  least  3 

S. 

. CLSSA  orders  average  1.4 
larger  than  US.  Semiannual 
pattern  does  not  show. 

. No  pattern  between  ASF/PEMA2. 

. FMS  orders  are  erratic. 

. CLSSA  orders  are  normally  4 
times  larger  than  US. 

. CLSSA  orders  peak  at  9 times 

US  value  on  semiannual  cycle. 

. IL  practice  of  ordering  more 
per  requisition  could  indicate 
IL  "buys  ahead." 

y 1Z  Increase 

t 3Z  Increase. 

. IL  high-priority  rate 
erratic. 

. CLSSA  caused  about  a 6Z 
Increase. 

. CLSSA  caused  1.5%  Increase. 

. Overall  IL  stable  at  4.5Z 
Increase. 

. This  may  validate  IL  "buys 
ahead"  and  does  not  need  to 
use  high  priority. 

. Also  Indicates  that  slight 
Increase  in  IL  high-priority 
rate  does  not  seriously 
challenge  US. 

often  less 

> 

. CLSSA  caused  2Z  increase. 

Added  to  effects  of  erratic 
demand  patterns  and  small 
inventories,  this  could  be 
significant. 

. Less  impact  than  at  ECOM. 

. IL  Impact  on  US  is  negligible 
except  perhaps  in  MICOM. 

i increase, 
to  32Z  increase. 

. IL  caused  an  average  7SZ 
increase. 

. Increases  occur  erratically. 
Range  is  from  46Z  to  5781 
Increase. 

. IL  caused  almost  a 100Z 
Increase . 

. PEMA2  Increase  was  only  10Z. 

. May  indicate  that  the  time 
item  managers  have  for  general 
supply  management  activity  Is 
greatly  reduced. 

(Figure  A-2-B-I  Continued  on  Next  Page) 
A-2-B-3 


ESC  SI 


!X Index 

8 ESC  Demand  Index  8. 

Other  customer  requisitions 
under  management  control/ 

US  only  requisitions  under 
management  control  (by  fund 
category) . 


9 ESG  Performance  Index  1. 

Stock  availability  on  a 
dollar  value  basis  (by  cus- 
tomer category) . 


10  ESG  Performance  Index  2. 

IL  only  requisitions  on  back- 
order (by  fund  category). 


Explanation  Potential  Significance 

of  of 

Index Index 


Compares  actual  numbers  of 
IL  and  US  requisitions 
manually  processed  for 
management  control. 


Reflects  percentage  of 
orders  filled  on  a dollar 
value  basis. 

Same  "accounting  gimmicks" 
are  used  in  this  Indicator 
as  in  MILSTEP  Stock  Avail- 
ability (Indicator  12). 

This  index  was  suggested  by 
Mr.  Robert  Harris  of  DARCOM. 

Compares  actual  numbers  of 
IL  and  US  requisitions  on 
backorder. 


. Indicates  extent  of  IL/US 
competition  for  items  placed 
under  rigid  managment  con- 
trol. Generally  such  items 
are  "hard  to  get"  or  very 
expensive  and  therefore 
procured  in  small  quantities. 

. Indicates  the  value  of  requi- 
sitions that  were  not  satis- 
fied. High  values  may 
indicate  that  each  requisi- 
tion contained  a large 
quantity  demand  or  that  the 
t>arts  ordered  were  sophisti- 
cated and  costly. 


Indicates  extent  and  location 
of  IL/US  competition  for 
assets. 


11  ESG  Performance  Index  3.  . Same  as  Performance  Index  2 

IL  only  dollar  value  on  back-  but  on  dollar  value  basis, 

order  /US  only  ''-»llar  value  on 
backorder  (by  category  code). 


. Same  as  Performance  Index  3 
but  on  dollar  value  basis. 


12  ESC  Performance  Index  4. 

Total  backorders  per  period/ 
new  requisitions  per  period. 


Empirical  index  recommended 
by  Mr.  Robert  Harris  of 
DARCOM. 


13  ESG  Performance  Index  5. 

Backorders  over  90  days  old 
for  period/new  requisitions 
per  period. 

14  ESG  Performance  Index  6. 

NORS  backorders  over  90  days 
old/new  NORS  requisitions. 


Empirical  index  recommended 
by  Mr.  Robert  Harris  of 
DARCOM. 


Empirical  index  recommended 
by  Mr.  Robert  Harris  of 
DARCOM. 


Index  value  of  .5  or  below 
reflects  a generally  good 
position. 

Any  decreasing  index  value 
trend  reflects  improving 
supply  position. 

Same  as  Performance  Index  4. 


Same  as  Performance  Index  4. 
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Interpretation 
of  Data, 

M1C0M 

TARCOM 

Total  US 

Supply  System 
(DARCOM  Roll-up) 

3.6%  average 

-se  slight. 

. IL  caused  an  average 

Increase  of  20%  in  both 

ASF  and  PEMA2. 

. CLSSA  semiannual  order 
pattern  shows  partially. 

. CLSSA  caused  only  3% 

Increase. 

. IL  caused  only  an  8%  average 
Increase.  The  ASF/PEMA2 
split  Is  equal. 

. CLSSA  caused  only  2% 

Increase. 

. US  system  trend  is  stable. 

. Could  indicate  that  initial  US 
system  turbulence  caused  by 
variations  in  US/IL  order 
patterns  will  also  stabilize. 

. Most  IL  impact  was  in  MICOM  for 
high-technology  items. 

lng  gimmicks," 
t be  compared. 

trend  is 

2 has  been 

OZ  range. 

. "Accounting  gimmick"  comment 
applies . 

. US  trend  Is  generally  down. 
PEHA2  has  dropped  Into  60% 
range. 

. "Accounting  gimmick"  consent 
applies. 

. US  trend  is  down.  ASF  has 
dropped  to  71%.  PEMA2  Is 
stable  In  low  80s%. 

. This  index  must  be  revised  to 
permit  US/IL  comparison. 

. This  index  may  be  showing  that 

IL  is  ordering  expensive  high- 
technology  parts , causing  both 

US  and  IL  to  get  poor  fill  rate 
in  these  items.  Also  this  index 
may  show  CLSSA  FMS01  policy 
problem  Impacts. 

ge  increase 

ders. 

. IL  caused  a 15%  Increase  in 
backorders.  Ratio  of  PEMA2 
backorders  to  ASF  backorders 
la  2:1.  t 

» 

. IL  caused  15.5%  average 
increase  in  backorders. 

Ratio  of  PEMA2  backorders 
to  ASF  backorders  is  2:1. 

. US  system  shows  10%  average 
increase.  FMS  causes  2%  and 

CLSSA  causes  8%. 

. This  may  highlight  CLSSA  policy 
problems . 

verage 

Increase 

. IL  caused  a 34%  average 
Increase. 

. Before  UPZ,  FMS  caused  13% 
Increase. 

. IL  problem  la  mostly  in  ASF. 

. IL  caused  179%  average 
increase;  PEMA2  average 
Increase  was  256%. 

. PEMA2  problem  was  concen- 
trated in  FMS. 

. Concentration  of  problem  in  FMS 
could  highlight  poor  CRDD  deter- 
mination problem.  Conflict 
between  Performance  Index  2 and 

3 is  resolved  by  noting  that  FMS 
orders  are  larger  than  CLSSA 
orders. 

rmance  is 
ing. 

. Indicates  peformance  Is 
good.  UPZ  barely  registers. 

. Indicates  performance  is 
good  and  improving. 

. Indices  4,  5,  and  6 indicate  the 
supply  problems  are  not  extensive. 
These  indices  require  more  study.  . 

rmance 

herefore, 

filled 

kly. 

. Indicates  performance  Is 
good.  Even  UPZ  has  not 
had  severe  Impact. 

. Indicates  performance  is 
good  and  improving. 

. See  above  comment. 

poor  but 

A2  getting 

aervlce. 
is  a very 
f total. 

. Indicates  performance  Is 
good. 

. Until  UPZ,  performance  was 
Improving.  UPZ  did  not 
register  severe  Impact. 

. Indicates  performance  is 
good  and  stable. 

. See  above  comment. 

. DARCOM  stated  that  a strong 
relationship  between  this  index 
and  EOR  was  once  found.  This 
should  be  pursued.  Such  an 
effort  was  beyond  the  scope  of 
this  study. 

Figure  A-2-B-I 
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0.046.034 

0.067789 

0.  123727 

0.082343 

PEMA2 

0.235363 

0.276993 

0.033719 

0.72/948 

0.471889 

0.313852 

SSA  ONLY 

0.701438 

0.921615 

O.fc 33306 

0.  74 'JO 38 

0. 580637 

0. 775245 

ASF 

0.6.90167 

0.915319 

0.627089 

0.7107/9 

0.5/0542 

0.762195 

PEMA2 

0.928571 

1.006657 

0. 743253 

1 . 379844 

0.733805 

0.965129 

CA  ONLY 

0.547612 

0.252211 

0. 240048 

0. 139993 

0.  174092 

0. 326848 

ASF 

0.543198 

0.241968 

0. 2240/35 

0.129630 

0. 156375 

0.  3H372 

PEMA2 

0. 593750 

0.463888 

0.610-909 

(Figure  A-2 

0.386699  0.807692 
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PERFORMAlMCt  INDEX  4 
TOTAL  BACKORDEKS  /NEW  REQUISITIONS 


1076 

2076 

30/6 

40/6 

7T 

1Q77 

CUSTOMER  CATE  CORY 

TOTAL  HSC 

0. 506817 

0.464955 

0.419369 

0.  360817 

0.39S944 

0.408394 

ASF 

0.447159 

0.441519 

0.418197 

0.  3/7075 

0.406131 

0. 414409 

PEMA2 

0.531358 

0. 526701 

0.453051 

0.312687 

0.367395 

0.391763 

U.S.  1M.Y 

0.502555 

0.462832 

0.411459 

0.362589 

0.394361 

0.411728 

ASF 

0.491668 

0.437923 

0.412543 

0.381317 

O.AOASBA 

0.417803 

PEMA2 

0. 529855 

0.526806 

0.408153 

0.308819 

O.B&JSOb 

0.392487 

IL  CM.Y 

0.634435 

0.513449 

0.666965 

0.322571 

0.441085 

0.  345420 

ASF 

0.647950 

0.510598 

0.569105 

0.299304 

0.455555 

0. 33V 848 

PUW 

IL  PROGRAM  CATEGORY 

0.587947 

0.553616 

1 . 407692 

0.482608 

0.515564 

0.  373004 

FWS  OH.V 

0.293563 

0.528080 

0.3197/8 

0. 174402 

0-8971  38 

0.226343 

ASF 

0.566339 

0.210386 

0.265326 

0.152620 

0.881716 

0.187617 

PEWA5 

0.435344 

O.  337448 

0.942528 

0.401069 

0.  353351 

0.416918 

SSA  (Pi_Y 

1. 134193 

0.898016 

1.221024 

0.7509^3 

0. 731506 

0. 532596 

ASF 

1.504459 

0.892095 

1.01 '3548 

0.  €48148 

0.631313 

0.566282 

PEMA2 

0.914893 

0.916030 

5.961038 

5.4042SS 

0.904411 

0.421800 

CA  04_Y 

0.853707 

0.670150 

0.579507 

0.281976 

0.408654 

0.508241 

ASF 

1.108196 

0.938775 

0.577955 

0. 346350 

0.400000 

0.714285 

PEHA2 

0.453608 

0.279661 

0. 583333 

0.150445 

0.448275 

0.204081 

TACOM 

1076 

2076 

30*76 

4076 

7T 

1077 

CUSTOMER  CATEGORY 

TOTAL  M6C 

0. 185258 

0. 1 7712S 

0. 1 €6678 

0.151570 

0. 131555 

0. 151686 

ASF 

0. 180587 

0. 174562 

0. 163267 

0. 14BS9* 

0. 129034 

0. 149340 

l 

PEMA5 

0.353456 

0.366900 

0.40-3969 

0. 353540 

0. 327372 

0.341891 

U.S.  GFLV 

0. 168460 

0. 161674 

0.156252 

0.145599 

0. 120224 

0.137471 

ASF 

0. 167531 

0. 159921 

0. 153727 

0. 140657 

0.118430 

0.135887 

PEMA5 

0.559151 

0.294828 

0.343875 

0.293351 

0.8G<f088 

0.264125 

IL  OM.Y 

0. 456458 

0.467100 

0. 292459 

0.275531 

0.  305641 

0.332879 

ASF 

0.441385 

0.451170 

0. 279692 

0.260189 

0.233063 

0. 320421 

PEMA5 

1.308943 

1.566666 

1.026011 

1.041139 

1.076455 

1.565957 

IL  PROGRAM  CATEGORY 

FMS  OFLY 

0. 147483 

0. 157785 

0.079666 

0.057051 

0.071195 

0.073107 

ASF 

0.134194 

0. 140795 

0. Of  8886 

0.046795 

0.056581 

0.064386 

PEMAef 

0. 833333 

0.917751 

0.805000 

0.  787534 

0.790909 

1.509615 

SSA  ONLY 

1.056055 

1.571739 

1.233052 

1.039342 

0.871759 

1.599662 

ASF 

1.006653 

1.550065 

1.211  384 

1.050743 

0.858249 

1.588505 

PEMA5 

5.390625 

2.551739 

5. 375000 

5.506349 

2.000000 

1.950000 

CA  ONLY 

0. 483537 

0.158878 

0.188118 

0.510637 

0.120055 

0.5C5187 

ASF 

0.460510 

0.148818 

0. 179403 

0.198350 

0. 103441 

0.533810 

PEMA2 

1.700000 

0.754137  0.515195 

Figure  A-2-B-13 

0.646153 

1.076953 

1.078431 

L 

F'ErFci^c'iMr'iAMcrr:  index  h 

BACKORDERS  OVER  90  I )AVS  CJt  _L>  / NEW  REQUISITIONS 


| 

► 

I 


MI  COM 

/ 


J 

i 

1Q76 

2*076 

3076 

AQYE. 

7T 

CUSTOWtR  CATEGORY 

TOTAL  MSC 

0. I 16540 

0.119948 

0.06-0197 

0.  104115 

0. 154P30 

ASF 

0.089942 

0.093696 

0.043025 

0.07201? 

0.  1056-/0 

PEMA2 

0. 179145 

0. 176265 

0. 07  7074 

0. 163229 

0.237195 

U.S.  ONLY 

0. 130563 

0. 129986 

0.119359 

0.091:488 

0.  1076-21 

ASF 

0. 103412 

0. 103/30 

0.0856-95 

0. 064390 

0.059552 

PEMA2 

0.  186-499 

0.  176246 

0. 180728 

0. 130177 

0. 185048 

IL  ONLY 

0.077026 

0.091726 

0.024610 

0. 157017 

0. 298294 

aSf 

0.057185 

0.071082 

0.024150 

0.092778 

0.238097 

PEMA2 

0. 148805 

0. 1 J7P45 

0.025228 

0. 6976-75 

0.411219 

IL  PROGRAM  CATEGORY 

FMS  ONLY 

0.06-66-81 

0. 053471 

0. 01c?446 

0. 172505 

0.412076 

ASF 

0.033476 

0.022110 

0. 006-080 

0.  OS. 9804 

0. 392067 

PEMA2 

0. 1 34822 

0. 167782 

0.019924 

0. 89S7S6* 

0.433717 

SSA  0M_Y 

0.087420 

0.239146 

0. 109949 

0. 357880 

0.  129949 

ASF 

0.077761 

0.242728 

0.116-986 

0. 321E43 

0.098033 

PEMA2 

0.234111 

0.219459 

0.086300 

0.S07014 

0. 288250 

CA  ONLY 

0.468191 

0.067692 

0.051724 

0.011483 

2. 285428 

ASF 

0. 372093 

0.054287 

0.023241 

0.003643 

0.769230 

PEH42 

1 1 

1 . 499750 

0.416500 

0.411921 

0.524071 

22.000000 

DRC 

1 1 

1076 

2076 

3Q76 

407C-. 

7T 

CUSTOMER  CATEGORY 

TOTAL  MSC 

0. 123538 

0. 124489 

0. 113505 

0.095344 

0.036199 

ASF 

0.115563 

0. 112802 

0. loesor 

0.089030 

0.  086-202 

PEMA2 

0.230188 

0. 273951 

0. 185576 

0. 181832 

0.23/971 

U.S.  CM.Y 

0. 116605 

0. 116436 

0.112533 

0.089005 

0.08/435 

ASF 

0. 108385 

0. 104790 

0. 103278 

0.083749 

0.0/9057 

PEMA2 

0.224356 

0.26-7999 

0.246258 

0.159691 

0.210980 

IL  ONLY 

0.237327 

0.237308 

0. 120858 

0. 175716 

0.217021 

ASF 

0.230665 

0.2284/7 

0. 136334 

0. 154620 

0. 188490 

PEMA2 

0.304560 

0.  348712 

0. 069928 

0. 7CU*  93 

0.488212 

IL  PROGRAM  CATEGORY 

FMS  ONLY 

0.097377 

0. 100445 

0.040777 

0. 085878 

0. 174603 

ASF 

0.081447 

0.08456-0 

0.042444 

0.064671 

0. 128171 

PEMA2 

0.221006 

0.258711 

0. 036-590 

0.701742 

0. 470002 

SSA  OM.V 

0.415251 

0.  585225 

0.  428317 

0.  480002 

0. 321092 

ASF 

0.407199 

0. 583056 

0.429556 

0.  4506-34 

0. 309233 

PEMA2 

0.579428 

0.616-074 

0.411018 

1.054201 

0.517332 

CA  OM.V 

0.420018 

0. 17654U 

0. 192518 

0. 103875 

0. 128828 

ASF 

0.420435 

0. 168651 

0. 180772 

0.096241 

0.113579 

PEMA2 

0.412656 

0.339102 

0.461847 

0.283064 

0.644538 

(Figure  A-2-B-14  Continued  on 


A-2-B-31 

n 


1 QVV 


0. 11B551 
0.06-8933 
0.819994 

0.11106-3 
0. 0642  36 
0. 189830 

0.131340 

0.075828 

0.2-95483 


0. 127633 
0.070093 
0.259883 

0. 143976 
0.090097 
0.591565 

0.112226 
0.066091 
0. 370838 


1 Q 77 


0.  102078 
0.092185 
0.241418 

0.C93957 

0.036138 

0.223465 

0. 190473 
0. 171108 
0.362194 


0.087666 
0.059451 
0. 300984 

0. 496854 
0. 4 /4085 
0.6’7520 

0.251346 
0. 237265 
0.439275 
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ECOM 


PERFORMANCE  I NOE  X S 

BACKORDERS  OVER  90  DAYS  CH_D  / NEW  REQU Ian  I ON8 


I 


1Q76 

2076 

3076 

4076 

7T 

1077 

CUSTOMER  CATEGORY 

TOTAL  MSC 

0.267S99 

0.272464 

0.244492 

0. 185820 

0.210589 

0.236807 

ASF 

0.266974 

0.251936 

0.237954 

0.200981 

0.216777 

0.245330 

PEMA2 

0.267804 

0.326028 

0.266080 

0. 141334 

0. 191411 

0.209593 

U.S.  OM.Y 

0.259303 

0.267980 

0.235766 

0. 182382 

0.204279 

0.235096 

ASF 

0.2S7634 

0.246113 

0.230199 

0. 198666 

0.211193 

0.244000 

PEMA2 

0.25333b 

0.324512 

0.252239 

0. 135262 

0.183934 

0.206055 

IL  OLY 

0.513255 

0.377898 

0.523568 

0.260637 

0.399182 

0.283244 

ASF 

0.535182 

0.380395 

0. 437073 

0.239743 

0.  379032 

0.278387 

PEMA2 

0.A3978S 

0.3696/3 

1.176830 

0.404426 

0.489505 

0.300268 

IL  PROGRAM  CATEGORY 

FMS  OM-Y 

0.263649 

0.203447 

0.290350 

0.158008 

0.295058 

0. 193355 

ASF 

0. 242635 

0 191030 

0.236140 

0. 138732 

0.278899 

0. 165666 

PEMA2 

0.  37A83I 

0.279744 

0. 907655 

0.358155 

0.  353951 

0.  32fc'*47 

SSA  ON_Y 

0.851987 

0. 578322 

0.877916 

0.572962 

0.63860S 

0.419686 

ASF 

0.926206 

0.571833 

0.711645 

0.  485462 

0.601277 

0.433772 

PEMA2 

0.659638 

0.595419 

2. 312571 

1.978702 

0.801308 

0. 374559 

GA  CJALY 

0.701747 

0.53877-/ 

0. 497539 

0.215148 

0.332620 

0.420315 

ASF 

0.954157 

0.764163 

0.493545 

0.264242 

0.317600 

0.612857 

PEMA2 

0. 303917 

0.21 1983 

0.510416 

0.115088 

0.402103 

0.136122 

TACCJM 

1 Q76 

2076 

3076 

•4G76 

7T 

1Q77 

CUSTOffcR  CATEGORY 

TOTAL  MSC 

0.076353 

0.078112 

0.074627 

0.058390 

0.052609 

0.061888 

ASF 

0.074999 

0.076283 

0.078327 

0.056462 

0.051097 

0.060184 

PEMA2 

0.176930 

0.219406 

0.241471 

0.201164 

0. 174162 

0. 192826 

U.S.  ONLY 

0.066204 

0.064669 

0.061863 

0.049054 

0.043521 

0.050039 

ASF 

0.065554 

0.063488 

0.060414 

0.047953 

0.042634 

0. 049055 

PEMA2 

0.112730 

0. 152131 

0. 171250 

0. 138462 

0. 109043 

0.124138 

IL  ONLY 

0.278896 

0.  3325  /5 

0.229580 

0. 187774 

0. 193165 

0.213375 

ASF 

0.263507 

0.318075 

0.217880 

0. 175887 

0. 181113 

0.202506 

PEMA2 

1.162341 

1.060200 

0.895708 

0.917243 

0.941896 

1.273123 

IL  PROGRAM  CATECCMY 

FMS  0M.Y 

0. 085540 

0. 147844 

0.078630 

0. 05S937 

0. 069843 

0.041744 

ASF 

0.071257 

0.  1 30939 

0.068266 

0. 045903 

0.055675 

0.033287 

PEMA2 

0.820833 

0.904873 

0.7/5215 

0.771489 

0. 767972 

1.4326=25 

SSA  OLY 

0.617665 

0.863510 

0.912458 

0.650628 

0.491672 

0.838282 

ASF 

0. 598958 

0.846292 

0.892790 

0.631840 

0.479761 

0. 829795 

PEMA2 

1.922062 

1.840869 

1.999750 

1.809206 

1.514000 

1.388400 

CA  ONLY 

0.376191 

0.086747 

0.136950 

0.160084 

0.094817 

0.206365 

ASF 

0.354822 

0.078576 

0. 131861 

0.150944 

0.085583 

0.187516 

PEMA2 

1.499400 

0. 551793 

0.329341 

0.476861 

0.922923 

0.764607 

Figure  A-2-B-14 
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fl  ! 


, !l 

PERFUHMAtMCE  1 NOE  X & 

NORS  BACKORDERS 

> s»o  DAYS  01-0  s 

1NIL;UJ  MOWS  RtOUISITIONS 

MI  COM 

1Q76 

2Q76 

3Q7fc 

4076 

7T 

1 QVV 

CUSTOMER  CATECORY 

TOTAL  MSC 

0.65 

0.69 

0.  36 

0.  35 

0.81 

0.53 

ASF 

1.40 

1.39 

0.67 

0.41 

0.94 

0.62 

PEMA2 

0.21 

0.29 

0.23 

0.31 

0.75 

0.49 

U.S.  ONLY 

0.S1 

0.51 

0.24 

0.29 

0.  54 

0.39 

ASF 

1.  IS 

0.33 

0.  34 

0.33 

0.53 

0.41 

PEMA2 

0. 19 

0.26 

0.20 

0.26 

0.58 

0.39 

1L  ONLY 

5.66 

11.05 

13.42 

6.71 

22.24 

6.47 

ASF 

6.70 

9.83 

14.43 

4.86 

27.58 

6.77 

PEMA2 

0.00 

0.00 

0.00 

27.48 

0.00 

0.00 

IL  PROGRAM  CATECORY 

FMS  ONLY 

16.23 

7.02 

0.00 

89.47 

0.00 

0.00 

ASF 

13.09 

2.86 

0.00 

29.75 

0.00 

0.00 

PEMA3 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

SEA  ONLY 

4. 19 

10.31 

8.  88 

2.63 

5.41 

1.25 

ASF 

S.S9 

11.14 

10.64 

1.40 

8.29 

1.63 

PEMA2 

0.00 

0.00 

0.00 

14.  So 

0.00 

0.00 

CA  ONLY 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

ASF 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

PEMA2 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

DRC 

1 Q76 

aa76 

r-jovc. 

71 

1 (377 

CUSTOfER  CATEGORY 

— 

TOTAL  MSC 

0.79 

0.30 

0.95 

0.51 

0.57 

0.65 

ASF 

0.81 

0.31 

1.00 

0.52 

0.56 

0.63 

PfcMAc? 

0. 65 

0.89 

0.68 

0.48 

0.70 

0.86 

U.S.  ONLY 

0.72 

0.  8c? 

0.84 

0.46 

0.51 

0.59 

ASF 

0.73 

0.33 

0.8*3 

0.47 

0.50 

0.57 

PEMA2 

0.61 

0.83 

0.6-0 

0.44 

0.61 

0.76 

! , il  ofly 

16.  S5 

10.74 

15.63 

17.89 

31.09 

8.67 

ASF 

17.26 

11.90 

14.64 

16.  38 

37.33 

9.75 

PEMA2 

5.6S 

6.80 

23.76 

16.68 

10.88 

6.35 

IL  PROCRAM  CATEGORY 

. 

1 

FMS  only 

4.91 

0.78 

3.34 

7.39 

58.75 

4.  18 

» ASF 

4.  75 

0.71 

2.96 

5.81 

44.04 

3. 10 

PFMA2 

0.00 

0.00 

0.00 

0.00 

235.94 

13. 10 

SSA  ONLY 

14.  84 

32.01 

48.  IS 

26.23 

29.  39 

13.58 

ASF' 

15.30 

36.35 

58.  39 

27.  72 

40.  79 

17.80 

PEMA2 

9.26 

9.68 

22. 86 

32.08 

0.00 

0.00 

CA  ONLY 

39.09 

94.57 

26.68 

0.00 

6.96 

13.6* 

ASF 

77.59 

90.73 

24.90 

0.00 

7.76 

7.08 

PEMA2 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

(Figure  A-2 
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J III 

II 

A-2 

-E-33 

PERFORMANCE  INDEX  E 

NOR3  BACKORDERS  > -30  DAYS  OLD  / NEW  NORS  RECMJISITICJNS 


ECOM 


1Q76 

2076 

30VE 

7T 

1Q77 

CUSTOMER  CATEGORY 

TOTAL  MBC 

fc.oa 

5.80 

5.  *5 

2.9* 

2.60 

3.69 

ASF 

s.  so 

5.32 

€>.£ 9 

3.78 

2.92 

5.16 

PEMA2 

7.95 

6.88 

3.60 

l.*5 

l.&ff 

1.61 

U.S.  ONLY 

5. 81 

5.86 

*.96 

2.77 

2.50 

3.61 

ASF 

5.23 

5.1* 

6.11 

3.56 

a.  si 

5.01 

PEMA2 

7.6* 

6.83 

3.11 

i.*o 

1.83 

1.57 

IL  [MY 

90.63 

5.8* 

83.37 

6*.  51 

165.  *0 

*6.07 

ASF 

92.56 

0.00 

113.82 

59.86 

316.91 

112.61 

PENA2 

0.00 

3.27 

*0.21 

0.00 

0.00 

0.00 

IL  PROCRAM  CATEGORY 

FMS  GM_Y 

0.00 

0.00 

2*.  59 

26.16 

198. 19 

30.27 

ASF 

0.00 

0.00 

53.06 

22.89 

187.90 

93.80 

PEMA2 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

SSA  OEY 

59.69 

10.20 

2**.  20 

0.00 

146.30 

0.00 

ASF 

63.39 

0.00 

0.00 

0.00 

230.63 

0.00 

PEMA2 

0.00 

3.01 

0.00 

0.00 

0.00 

0.00 

CA  ONLY 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

ASF 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

PEMA2 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

TACQM 

1076 

2076 

3Q76 

*076 

7T 

1Q77 

CUSTOMER  CATEGORY 

TOTAL  MSC 

0.61 

0.75 

0.67 

0.39 

0.36 

0.51 

ASF 

0.62 

0.77 

0.  M 

0.39 

0.  36 

0.49 

FEMA2 

0.30 

0.37 

0.2* 

0.35 

0.34 

• 0.6* 

U.S.  OALV 

0.53 

0.63 

0.56 

0.3* 

0.31 

0.  *3 

ASF 

0.55 

0.66 

0.59 

0.3* 

0.  31 

0.*1 

PEMA2 

0.21 

0.26 

0.17 

0.26 

0.26 

0.  *7 

IL  ONLY 

**5.0* 

155.77 

2*2.  IS 

192. *0 

87.  *1 

57.53 

ASF 

387.31 

1*3.  *7 

229.62 

179.01 

83.81 

55.  *3 

PEMA2 

2*5*. 26 

0.00 

0.00 

115.68 

0.00 

0.00 

IL  PROCRAM  CATEGORY 

FMS  ONLY 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

ASF 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

PEMA2 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

SSA  OALY 

30.78 

169.65 

265.2* 

1*6.75 

83. 10 

*0.88 

ASF 

27.  17 

132.50 

2*8.63 

175.56 

81.81 

*0.52 

PEMA2 

112.06 

0.00 

0.00 

*5.96 

0.00 

0.00 

CA  OLY 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

ASF 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

PEMA2 

0.00 

0.00 

Figure 

0.00 
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0.00 

0.00 

0.00 
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A-3-A-1 

1.  Purpose . This  appendix  evaluates  the  impacts  of  commercial 
direct  sales  (CDS)  on  repair  part  support  to  US  forces  and  the  ability 
of  DA  to  routinely  detect  these  impacts. 

2.  Scope. 

a.  CDS  business  trends  are  analyzed  to  evaluate  real  or  poten- 
tial CDS  impacts  on  US  supply  system  repair  parts  support  programs. 

b.  Export  license  application  processing  policies,  procedures, 
and  functional  responsibilities  are  reviewed  to  determine  if  the  US  Army 
adequately  controls  this  activity. 
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c.  Improvements  in  applicable  areas  are  proposed. 


3.  Background . 

a.  CDS  activity  had  to  be  determined  to  accomplish  the  total 
requirements  versus  industrial  capability  test  ESG  designed  for  this  study. 
Although  CDS  activity  exists  independently  of  the  US  supply  system,  the 
CDS  purchaser  is  in  "competition"  with  the  US  supply  system  for  the  same 
industrial  base  resources.  If  those  resources  are  limi;ed,  the  CDS 
purchaser  could,  if  permitted,  divert  critically  needed  assets  from  US 
forces. 

b.  Understanding  the  current  status  of  CDS  is  additionally 
important  as  it  is  one  of  the  primary  alternative  methods  an  IL  customer 
has  of  satisfying  military  equipment  repair  part  requirements  when  US 
FMS  programs  are  not  used.  If  US  programs  are  changed  in  a manner  the 
IL  customer  does  not  approve  of,  the  customer's  alternatives  are:  to 
protest  but  continue  to  use  FMS  programs;  go  to  a foreign  producer  for 
less  technically  complex  parts;  or,  resort  to  CDS.  Therefore,  DA  must 
have  reasonable  visibility  of  CDS  and  have  a plan  prepared  to  control 
such  activity  if  required. 

c.  Foreign  customers  also  use  CDS  to:  buy  repair  parts  for  US 
weapons  no  longer  in  the  active  US  supply  system;  obtain  expedited  deliv- 
ery (usually  at  much  higher  cost)  of  a part  also  obtainable  in  the  US 
system;  or,  purchase  US  equipment  with  special  modifications.  Under  CDS, 
the  US  government  assumes  no  responsibility  for  the  quality  or  completeness 


. tifel 
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of  material  delivered.  Bad  customer  experiences  under  CDS  can,  however, 


potentially  impact  adversely  on  DA  security  assistance  objectives.  Even 
though  the  US  government  was  not  involved,  the  IL  customer  still  views 
the  materials  as  coming  from  the  US  and  not  just  "Acme  Manufacturing." 

4.  Business  Trend  Analysis. 

a.  This  analysis  was  difficult  to  perform  due  to  the  almost 
total  absence  of  management  visibility  of  CDS  within  DA.  CASA  and 
USAILCOM  maintain  informal  case  logs.  These  logs  identify  CDS  export 
license  application  casr>s  in  process  or  processed  since  the  start  of  the 
calendar  year.  No  significant  review  by  dollar  value  of  sales,  indus- 
trial commodity  area,  specific  weapon  system,  or  countries  participating 
is  accomplished. 

b.  Data  analyzed  in  this  appendix  were  collected  as  a result 
of  special  manual  or  machine  searches  of  DA,  DOD,  and  Department  of 

State  records.  Due  to  the  different  baselines  used  by  the  various  agencies, 
extensive  analysis  could  not  be  made.  Thus,  these  data  were  reviewed 
only  in  gross  terms  to  generate  trend  comments.  (39) (44) (76) 

c.  CCS  business  trend  comments  based  on  the  limited  analysis 
possible  are: 

(1)  Total  US  CDS  activity  is  significantly  increasing 
(see  Tab  A,  Figure  A-3-A-1). 
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(2)  Total  DA  CDS  activity  has  decreased  over  the  last 


2 fiscal  years  (Tab  A,  Figure  A-3-A-2) . 

(3)  Raw  material  sales  cases  represent  a small  percentage 
of  CDS  dollar  volume  activity.  Unless  these  cases  were  for  very  critical 
materials  (not  determinable  from  data) , they  are  not  likely  to  have 
challenged  US  industry  (Tab  A,  Figure  A-3-A-2). 

(4)  Repair  part  sales  cases  normally  account  for  75  percent 
or  more  of  CDS  activity  on  a dollar  value  basis.  Only  CY  1976  repair 
part  sales  activity  showed  a sharp  drop  (Tab  A,  Figures  A-3-A-2  and 
A-3-A-3) . 

(5)  CDS  repair  part  activity  is  concentrated  in  sales 
involving  the  HAWK  and  TOW  missile  systems  and  tracked  vehicle  commodity 
category  (Tab  A,  Figure  A-3-A-4) . On  the  surface,  significant  impact  on 
US  systems  may  be  indicated.  However,  considering  the  excess  industrial 
capacity  shown  in  Annex  B,  impacts  on  these  US  weapon  systems  may  be  small. 

(6)  Repair  part  sales  cases  predominantly  involve  the 
major  US  allies  in  Europe  and  the  Middle  East  (Tab  A,  Figure  A-3-A-5). 

(7)  In  overview,  available  data  indicate  CDS  currently 
offers  no  dramatic  challenge  to  the  overall  US  industrial  base  supporting 
the  US  supply  system.  Data  are  not  detailed  enough  to  comment  conclusively 
on  the  challenge  CDS  presents  to  the  supportabillty  of  specific  systems. 

u 

II 
II 
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5.  Export  License  Application  Processing.  (59) 


a.  Current  DOD  guidance  in  Section  I of  the  Military  Assistance 
Sales  Manual  stipulates: 

Direct  purchase  of  US  defense  articles  and  services 
from  US  firms  and  manufacturers  is  preferred  to  purchases 
from  the  US  government.  DOD  elements  associated  with 
Security  Assistance  will  cooperate  with  and  assist 
representatives  of  US  firms  in  the  sale  of  US  defense 
articles  and  services  to  meet  valid  country  require- 
ments consistent  with  overall  US  foreign  policy  and 
national  security  objectives.  (31) 

b.  All  US  commercial  firms  exporting  defense-related  goods 

on  the  US  Munitions  List  must  obtain  export  licenses  from  the  Office  of 
Munitions  Control,  Bureau  of  Politico-Military  Affairs,  US  Department  of 
State.  Only  one  license  is  required  for  each  total  sale.  It  may  be 
obtained  by  the  firm  making  the  sale,  the  US  freight  forwarder,  or  a repre- 
sentative of  the  foreign  government.  The  actual  vendors  and  detailed 
item  descriptions  can  be  easily  obscured  if  the  foreign  government 
agent,  the  forwarder,  or  a US  vendor  acts  as  a middleman  to  collect  many 
small  shipments. 

c.  Export  licenses  used  in  conjunction  with  a government -to- 
goverament  FMS  case  are  automatically  issued  by  the  State  Department. 

Export  licenses  needed  to  complete  a transaction  made  Independently 
between  a foreign  government  agent  and  a commercial  firm  are  not  approved 
until  each  military  department  possibly  affected  by  the  sale  evaluates 
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the  license  request  and  concurs  that  the  case  does  not  adversely 
impact  on  US  military  objectives.  The  "contractor-to-country"  type 
sale  is  popularly  known  as  a CDS,  direct  sale,  or  munitions  case. 

d.  An  export  license  is  subject  to  two  general  limitations 
which  act  as  passive  program  controls.  First,  the  license  is  valid  for 
only  one  year  from  date  of  issue.  Second,  total  related  sale  activity 
may  not  exceed  the  dollar  value  entered  by  the  applicant  on  the  license 
application.  Actual  sales  activity  is  monitored  by  US  customs  officials 
through  a review  of  information  entered  on  shippers'  export  declarations. 
Export  declaration  information  is  forwarded  to  the  Office  of  Munitions 
Control,  State  Department,  where  it  is  consolidated  in  broad  generic 
commodity  categories  by  country  on  a fiscal  year  basis.  DSAA  further 
aggregates  the  State  Department  data  and  publishes  it  annually.  Mo  other 
reports  on  finalized  CDS  activity  are  available  to  the  DOD  community. 
(28)(39) 

e.  Export  license  applications  enter  DOD  via  the  Strategic 
Trade  and  Disclosure  Directorate,  Office,  Assistant  Secretary  of  Defense 
(International  Security  Affairs)  (OASD(ISA)).  Cases  involving  DA  are 
sent  to  CASA  with  directions  to  evaluate  the  application  and  return  an 
approval  recommendation  in  20  days  or  less.  If  several  DOD  departments 
are  involved,  OASD(ISA)  consolidates  replies  and  develops  a DOD  position. 
No  official  procedure  exists  for  routinely  notifying  DA  of  the  final 
State  Department  disposition  of  the  case.  As  a result,  the  DA  approval 
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recommendation  for  the  "nth"  case  is  made  without  knowing  what  the 


i 


f , 

I 


I 


cumulative  impact  of  preceding  cases  may  be.  A record  of  cases  pro- 
cessed is  maintained  in  the  foreign  disclosure  automated  data  system 
(FORDAD).  FORDAD,  unfortunately,  is  little  more  than  an  automated  sus- 
pense file.  It  is  not  currently  used  to  provide  extensive  management 
information.  Figure  A-3-1  provides  comparative  comments  on  the  Depart- 
ment of  State  report  and  the  FORDAD  report.  (39) (45) 

f.  CASA  routes  a standard  Munitions  Control  Case  Processing 
Jacket  to  MSC,  DARCOM/USAILCOM,  and  DA  Staff  offices  to  collect  and 
review  information  on  which  to  base  a DA  approval  recommendation.  How- 
ever, no  standard  baseline  information  is  provided  to  MSCs  with  any 
CDS  case.  A recent  CDS  case  from  Israel  for  $5  million  was  identified 
only  as  involving  "M113  parts"  from  "various  suppliers."  As  a result  of 
numerous  inquiries  from  the  M113  Project  Manager  (PM)  Office,  it  was 
discovered  that  one  of  the  parts  was  an  item  in  critical  supply  for  US 
forces  being  provided  by  a vendor  who  was  delinquent  in  deliveries  on 

a US  Army  contract. 

g.  All  critical  technical  and  supply  management  information 
and  the  important  initial  case  approval  recommendation  are  compiled  at 
MSC  level.  However,  standard  procedures  are  not  used  at  MSC  level,  thus 
creating  the  potential  for  serious  oversights.  The  M113  case  cited 
earlier  was  approved  at  MSC  level  and  already  forwarded  to  DA  before  the 
M113  PM  heard  of  the  case  and  Intervened.  As  a result  of  the  PM's  inter-, 
ventlon,  DA  recommended  disapproval  of  the  case. 
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h.  Most  offices  at  USAILCOM  and  DA  Staff  level,  except  for 
ODCSOPS,  summarily  indorse  the  MSC  recommendations  unless  a special  item 
of  information  is  known  by  the  higher  level  evaluator.  Figure  A-3-2 
summarizes  the  CDS  evaluation  process. 

i.  DA  receives  no  reimbursement  for  the  costs  incurred  during 
CDS  case  processing.  The  time  and  expense  of  all  personnel  involved  is 
either  charged  against  IL  activity  categories  reimbursed  by  FMS  customers, 
or  in  activity  categories  whose  costs  are  absorbed  by  the  US  Army.  Con- 
servatively, based  on  the  CY  1975  CDS  cases  processed  by  DA,  at  least 
$1.2  million  in  salaries  was  involved  and  over  90  man-years  of  effort 
were  consumed. 

j . CDS  customers  are  obligated  to  reimburse  the  US  government 
through  the  vendor  for  all  research,  development,  test,  and  evaluation 
(RDTE)  costs  attributable  to  the  weapon  system  involved.  Although 
mention  is  made  of  this  requirement  on  the  CDS  case  jacket,  no  mechanism 
exists  now  to  accomplish  this  reimbursement.  Should  repair  parts  in 
general  or  major  subassemblies  be  made  liable  for  RDTE  cost  recoupment, 
management  of  this  area  will  become  more  important. 

6.  Conclusions  and  Recommendations.  It  appears  current  CDS  Impact 
on  repair  part  support  to  US  forces  occurs  only  on  an  exception  basis. 
Current  CDS  policies,  procedures,  and  functional  responsibilities  are 
not  adequate  to  safeguard  DA  from  the  exceptional  adverse  impacts. 
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DA  can  easily  achieve  adequate  protection  from  CDS  impacts  through 
implementation  of  select  recommendations  to  CDS  export  license  evaluation 
methods.  Recommendations  include: 

a.  Transfer  responsibility  for  CDS  case  control  and  processing 
from  CASA  to  the  Directoate  for  International  Logistics,  ODCSLOG.  CASA 
is  an  office  of  temporary  charter.  It  should  not  have  permanent  DA  Staff 
responsibility  for  a continuing  operational  function.  ODCSLOG,  on  the 
other  hand,  is  responsible  to  coordinate  IL  follow-on  support  activities. 
Placing  CDS  responsibility  in  ODCSLOG  permits  better  monitoring  of  the 
customer’s  "total'  support  program." 

b.  Set  definite  minimum  standards  for  tlie  detail  and  quality 
of  Information  required  by  DA  to  effectively  evaluate  a CDS  case. 

Present  a DA  position  on  this  matter  to  DOD  for  adoption.  Typical  standards 
should  require  each  part  be  identified  by  vendor  part  number,  end  item 
application,  price,  delivery  schedule,  and  status  of  current  open  con- 
tracts for  the  part  the  vendor  may  have  with  DA.  In  addition,  separate 
cases  should  be  required  for  each  vendor.  This  would  establish  better 
visibility  of  the  commodity  being  sold,  permit  more  'one  stop"  evaluations 
rather  than  requiring  evaluation  by  several  system  managers,  and  generally 
improve  the  quality  and  timeliness  of  the  evaluation  process. 

c.  Notify  DOD  that  formal  notification  must  be  returned  to  DA 
on  final  State  action  on  the  CDS  case.  It  is  impossible  to  make  an 
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accurate  decision  on  the  "nth"  CDS  case  for  a part  if  the  dispositions 
of  the  preceding  cases  are  not  known. 

d.  Recommend  to  DOD  that  efforts  be  made  to  require  the  vendor/ 
purchaser  to  obtain  CDS  export  license  approval  before  the  contract  is 
consummated.  Less  political  pressure  would  thus  be  created  to  have  the 
case  approved. 

e.  Establish  minimum  standards  for  MSC  evaluation  of  the  case. 

At  the  minimum,  an  MSC  should  check  that  each  part  is  not  in  short 
supply  for  US  forces.  If  the  part  is  in  short  supply,  a more  detailed 
check  of  vendor  delivery  schedules  should  be  made.  Monitor  CDS  case 
processing  time  under  the  improved  evaluation  quality  standards  to 
determine  if  20  days  is  a reasonable  time  to  accomplish  a high-quality 
evaluation. 

f.  Exploit  the  Intelligence  value  of  CDS  case  data.  Procurement 
offices  may  be  alerted  to  a potential  new  source.  OACSI  should  distribute 
appropriate  information  to  DIA,  CIA,  and  the  Foreign  Science  and  Technol- 
ogy Center. 

g.  Develop  safeguards  to  prevent  US  and  FMS  customers  from 
absorbing  costs  rightly  chargeable  to  a CDS  customer.  Notify  DOD  of  the 
CDS  costs  that  are  now  unfairly  absorbed.  Safeguards  must  also  extend  to 
positive  controls  for  collection  of  RDTE  recoupments.  All  cost  documen- 
tation must  be  carefully  validated  to  prevent  vendors  from  charging  DA 
with  attempting  to  divert  private  business  to  FMS  programs. 


.1 

.1 

| 

-i 


.1 


A-3-14 


I 


I 

I 

I 

I 

1 

1 

f 

I 

y 

I 

I 


h.  Develop  a simple  CDS  management  trend  analysis  to  monitor 
CDS  activity.  An  Improvement  In  the  quality  of  information  and  a 
clarification  of  some  of  the  sale  Identification  data  In  the  FORDAD 
would  permit  early  Implementation  of  this  proposal. 

1.  Establish  plans  to  control  specific  CDS  cases.  Contingency 
plans  must  exist  to  control  sales  which  suddenly  Impact  on  US  needs  and 
sales  involving  a customer  who  suddenly  becomes  involved  In  a conflict 
the  US  government  does  not  want  to  support. 
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CDS  BUSINESS  TRENDS 


Actual  CDS  Export  Dollar  Values  i— 

US  Total  FY  73  FT  74 

($ 1,000s) 


FT  75 


362,026 


502,165 


FY  76 
785,000^ 


Dollar  Value  of  CDS  Cases  Processed  By  DA:— ^ 
DA  Total  CY  75 

($1 ,000s) 


546,554 

(35Z  INCREASE)—^ 

CY  76 


1,167,029  877,496 

(29Z  DECREASE)—^ 


Number  of  CDS  Cases  Processed  by  T)Ai— 
DA  Total  CY  75 


CY  76 


1,946  1,530 

(21Z  DECREASE) 


a / Source:  State  Department  and  DSAA.  (28) 
bj  Estimated  minimum. 

c/  1976  values  adjusted  for  6 percent  Inflation. 
Labor  industrial  cosandlties  inflation  rate  used.) 
d / Source:  CASA  records. 
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CDS  REPAIR  PART  ACTIVITY  FROM  FORDAD  REPORT^/-/ 


CY 

No.  of 
Cases 

Z Cases 
for  Parts 

Value  of 
Cases 

Z Value 
for  Part 

70 

7 

43.0 

19,014 

25.0 

71 

9 

22.0 

31,500 

100.0 

72 

51 

65.0 

602,561 

96.0 

73 

65 

48.0 

247,162 

83.0 

74 

86 

53.0 

416,653 

72.0 

75 

274 

87.0 

351,138 

(151,138)—' 

43.0 

(99.7)— 

7<4' 

134 

81.0 

106,197 

65.0 

a / OASD(ISA)  Foreign  Disclosure  Automated  Data  System, 
b/  Only  HAWK,  TOW,  M60,  M113,  and  AN/VRC-12  data  were 
extracted. 

cj  Figure  in  parentheses  excludes  one  $200  million 
HAWK  end  item  case. 

d/  Data  are  current  up  to  October  1976. 


Figure  A-3-A-3 

DOLLAR  VALUE  OF  SUPPLY  ACTIVITY— CY 
($l,000s) 

1976 

US  Supply 
System!!' 

cDsk/ 

Z of 

US  Value 

HAWK 

143,845 

170,163 

118 

TOW 

15,484 

7,208 

47 

Ml  13 

41,753 

23,899 

57 

•/ 

Source:  MILSTEP. 

(13,899) 

(33) 

b / Source:  CASA  CDS  records.  Two  H113  cases  for  $5 
million  each  were  disapproved. 
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CDS  REFAIR  PART  CASE  ANALYSIS  FROM  FORDAD  REPORT- 


Data  Elements  Compared 

Remarks 

Total  dollar  activity  to  repair 
part  case  activity,  CY  70-0ct  76 

Over  75  percent  of  sales  value 
was  for  repair  parts  (e.g.,  $1.34 
billion) 

Repair  part  cases  to  geographic 
sales  area,  CY  70-0ct  76 

1 

Over  94  percent  of  cases  involved 
the  Middle  East  and  Europe 

• 

Repair  part  sales  dollar  value 
co  geographic  sales  area,  CY  70- 
Oct  76 

Over  98  percent  of  sales  dollar 
value  involved  the  Middle  East 
and  Europe 

Total  cases  to  repair  part 
cases  with  DA  objection,  CY  70- 
Oct  76 

! 3|  HI 

1 

During  this  period  most  cases 
involved  the  HAWK  (251  cases  at 
$1.1  billion)  and  the  Tank  (122 
cases  at  $87  million)  with  objec- 
tions made  to  only  one  case  for 
$30,000 

I 

a/  Only  HAWK,  TOW,  M60,  M113, 

and  AN/VRC-12  cases  were  extracted. 

i 

Figure  A-3-A-5 
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